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Tribute to the Life and 
Career of Charlie Munger 


Financial Issues Forum 


Fordham University - Lincoln Center Campus 
140 West 62 Street 


McNally Amphitheatre | Ground Floor 


‘Tuesday, June 4, 2024 | 5:30 PM to 


0 PM ET* 


Join us for a moderated panel discussion on the brilliant 
career and lasting legacy of Charlie Munger, vice chairman 
of Berkshire Hathaway and long-time business partner 
of Warren Buffett. The panel features four of the people 
who knew him best and represent various aspects of Mr. 
‘Munger’s life and cater. Participants include: Lawrence 
Cunningham (moderator), editor of The Essays of Warren 
Buffett and author of Berkshire Beyond Buffett; Tom Gayner, 
CEO, Markel Group; Donald Graham, Chairman Emeritus, 
Graham Holdings Company; and Ronald Olson, Partner, 
‘Munger, Tolles & Olson. 


Program will be followed by reception. This event is free, but 
registration is required and space is limited. 


Register today at: 
www.MoAF.org/events 


"This event begins promptly at 5:30pm, Doors oper 
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The Museum of American Finance gratefully recognizes the financial support of the 


following sponsors of our 2024 Gala. Their generosity helps advance our commitment 
to preserving, exhibiting and teaching the power and value of American finance. 
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Words of Wisdom 
Excerpts fam the remarks delivered atthe 2024 MosF Gala, 


> By Rausline Etienne Tina Byles Willams, Mark Carey, Richard Clarida, 
Consuelo Mack, Charles M. Royce, Mark Shenkman and Howard Marks. 


The Money Kings 


‘The Jewish immigrants who 
transformed Wall Sueet. 
> By Daniel Schulman 


Mabel Pottinger: A “Force” in the Insurance Industry 
Eramining Mabel Pottinger insttumental lei building one of the 
largest insurance brokerage and riskmanagement fim inthe world 
> By Gregory DL Mortis 


Operation Fish 
Bniain's daring top-secret shipment of its bank reserves 
to North America in the ealy days of World War 
> By Daniel. Munson 


‘An American Coi Ecuador? 
The unusual stary of the Sacajawea dolar 
> By Eric Brothers 


When the Government Took Over the Railroads 
Revising the 26-manth interuption inthe contal of the nation’s 
largest industry as requlatars and legislators came to grips wth 
an unnerving sting of recent freight accidents 

> By Michael A. Martorell 


‘Steam Railways to Internet Highways 
Aistory of convertible securities, 
> By Tracy V. Maitland, F. Bary Nelson and Danie Partlow 
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IN THI E » DEPARTMENT: 


© Message to Members 
> By David Cowen, President and CEO 


© The Ticker 


The Museum hosts its annual Gala and launches anew traveling exhibit 


© Educators Perspective 
“The Personal Finances of Presidents, Part 7: Theodore Roosevelt 
> By Brian Grinder and Dan Cooper 


© Book Review 


Mita Fi 
> Reviewed by James P. 


© Trivia Quiz 


man: The Lost Conservative, by Jenner Burns 


‘stration fam the cover af the 
‘August 24,1905 issue of Fuck 
‘magazine, showing President 
“Theodore Roosevelt crowning 
himself as empetr. See related 
anicle page 6 
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MoAF Hosts 2024 Gala and Launches 
Spring Event Series 


Tite Museu is oF toa very busy yer, covcharman and cofounder of Oaktree Priel. Qur next n-ption prograts ll 
with our annual Gala and the launch of Capital Management And Tia Byes WI be the “Tebute tothe Life and Carser of. 
‘oursoa4 Financial Issues Forum in March, lams—chif eazculve ofcerchiefiwest- Char Munger” panel on June 4 Detals 
(On March 7, we honored the achieve. ment ofcer and founder of Xpantnce— all of our upcoming progsume can be 
tents four Snail leaders at our aoa received our Spechl Recognition honor. Tound at www noaforglevents, and vid 
Gala which we held at anew vesue—the allo honorees and tele introducers es fom pat events are ayalable at www 
Ziegfeld Baliroom in midtown Manhat- delivered inspiring speches and excerpts _moilorgvideos, 

tans “WealhTrack” Executive Producer fom their remark canbe found on page The spring seston of our Museum 


sd Managing EdlorConailo Mack) 10, The video is io ayalble on our Finance Academy (MEA) fr high shoal 
CNBC Sete Makes Corrapondent Hobbie at wwwrmoator/soa4Gaa, We juniors and seniors x aio cently 

te deeply apeeciave ofall under, runing fom Ape trough 
‘four danors and spooirs May. Thee wa a pact moment 
who supported thi lnpor. atthe Cala when 4 young sh shed 
Message to Members [iiredrgninian aman ieremnnter ing tera 
tore than aig milion to yeas ago and dcssed how i ofucced 


fund all aspects of our mshi chotce to work within the lnvestnest 

soa to. promote fnanclal industry. Scholarship recipients fom out 

Pan served a the masters of ceremony, education by preserving, exhibling and spring MFA wil be announced in the 
wath more than 40 gustsinatendance. teaching about American finance and sigue sue of our magasine 

Atthe Gala Richard Clarids—PIMCO's financial istry As we look towards the summer, our 

dobal economic advisor and former vice The fllawing week, we Kicked aff out plane Include the lunch of our ofl 

‘harman of the Board of Governoss of spring program series, in parnership wth avelng exhibit (se page s) and the con 


the US Federal Reserve Sjstem—eceived the Fordham University Gablh Center tauation of out "lavesing AtoZ" fina 
the Wltchead Avard for Distinguished for Global Secusity Analysleand the CFA lal education series fo aul n partner: 
Public Service and Financial Letder- Society New York This season features 10 ship with the New York Publi Library, 


ship. We alo honored Chuck Royee— virtual and in-person evems, including a ‘This re sere ll un every Tuesday at 
founder, chairman and portato manager ull hause on April 6 fara converstion noon fom aly 9 through August 37 

fof Royce Investment Parters—with out between CNN host Fareed Zakaria and We hope you il join us and belp 
Financial Innovation Avard. Que 2034 Eurasia Group President Tan Bremer on spread the word about the many tee peo 


Lifetime Achievement Awatd rcognizd Zahar’s new book, ae of Revolutions: grams we continue ofr to audiences of 
the outanding carer of Howard Mark, Progress and Backlash from 600 fo the allages and backgrounds. $ 
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Museum Unveils “Founders to Futures” 


Traveling Exhibit 


(ON Apsit 29, the Museum debuted 
fe new traveling exhib, “Founders to 
Futures A Collections Showene from 
the Mueur of American Finance” at 
i industy conference. Aeuona. The 
‘erhbi features some ofthe moat Unig, 
Interesting and historical artifacts a the 
Museu callecton. 

The objects displayed in "Founders to 
Futures” represent 4 small celetlon of 
the tens of thousands of artits hed 
by the Museum, Many documents have 
been algned by American poled and 
Dusinest leaders frm the ith century 
through today wheather abject high 
ight technological Unnevaione that have 
wasformed the financial services ind 
ty. Many’ ofthe stems have never before 
been exhibited, and together they offer 


nught nt the nation’s final systems, 
as wel asthe ancl lives of extra 

ary Amercane Thee artis represent 
rote than 25 years of American sancal 
‘try and achievement. 

The eight-case exhibit features enone 
than a documents and objects and has 
teen delgned for manioum fexbilty to 
be shown ina vsy of dierent spaces, 
from conferences ta business shoals and 
braries ta carprate offices, Subtopics 
within the exhibit include “Financing the 
Revolution,” “Ealy American Finance” 
“Alexander Ham's Legacy.” “The Hie 
tory of US Currency." "The Rise of Amer 
can Industry” “The Geest Depresion,” 
“The Evolution of Trading Teehoology” 
aivdMoAF Collection Highlights” 

‘Among the objects on vew ate unigue 


uvcestury financial document nlgned 
bythe nation’s founders including Genege 
Washington, Alesander Haman, Ben) 
tain Prandin and Patek Henry coins 
and paper currency dating fro the uth 
doth centuries including example of high 
‘enomistion note: stack and bond cer 
lates signed by financial Tuminaries 
and tans of industry, includ Andrew 
Camegi. JP Morgan ety Gren, Henry 
Ford and Thomar Edom objects and 
Alocuments pertaining to the 1939 stock 
smart crash and the Great Deprecins 
ad several etamples of technological 
innavatone isthe nance induty 


For information cn “Rounder to 
Future” to book the exhibit at venue 
‘or event, plese contact David Cavien at 
deowensmoatorg. $ 
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EDU S’ PERSPECTIVE 


Turonont Rooseve, J. (TR) was ina 
bookstore searching his pockets for cash 
to make purchase bul he was nly able 
to came up with 35 cents, Laughing. he 
remarked toa fend, “Every mornleg 
Fale puts #20 In my pocket, and to ave 
ray Me [never cin tel her aera what 
Ti with i 

Te surprising that TR, a man of bound 
less cusisty and endless energy showed 
to Interest ln money of finance. Boge 
per Edmund Moris hel that, “Rooe 
fret te ltl about oney—it was one 
fof the subjects that bored his.” Mores 
‘ko deserted TRass financial imbece 
Another bogeapher, Henry Pringle noted 
that TR was reckletn personal nancial 
raters.” Were not for TR second wie, 
Fath the th President’ financial rs 
would have ended in dhaster 

TR was born into well-o-do Dutch 
funy tha Inusigrated to New Amster. 
clam in 649. The frm of Roosevelt & 
Son, founded in 3797 by TR's second great 
‘grandfather, began asa hardware so. 
ton moved into the more profitable pl 
‘dase lniporting buses, which served 
the fat groing metropolis of New York 
(Gy, The firm alka made tely invert 
toents in valuable New York real extate 
ring the Pane of 8 

Todore Roosevelt joined the fan: 
fy frm at age 30, He war in charge 
of the plate glass division, which was 
‘scontinued Shordy afer his untimely 
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The Personal Finances of Presidents, 
Part 7: Theodore Roosevelt 


But it happened that I had been left enough money by my father 
not to make it necessary for me to think solely of earning bread for 
myself and my family. I had enough to get bread. What I had to do, 
if L wanted butter and jam, was to provide the butter and jam, but 
to count their cost as compared with other things. In other words, | 
made up my mind that, while I must earn money, I could afford to 
make earning money the secondary instead of the primary object of 
my career. If Thad had no money at all, then my first duty would 
have been to earn it in any honest fashion. As I had some money 1 
felt that my need for more money was to be treated as a secondary 
need, and that while it was my business to make more money where 
legitimately and properly could, yet that it was also my business to 
treat other kinds of work as more important than money-making. 


— Theodore Roosevelt 


death in ap The fen transitioned inte pulsed in a, met with high pra, 
the brokerage and investments industry ‘TRinvested s2,000 labs publher GP. 
under the lesdership of H's uncle, James Putzam's Sons. Ufortunately there were 
Rogweyelt. The lst big plate gle deal for nsuflent funds in his bank account to 
the fim occurred diag the rebuilding cover his check, 
fof Chicago fle the Great Fire of 181 According to George Putnam, “[TR] 
‘esuayed enc ofthe city, Soon after, never had say idea where he money Wen 
ie bectme apparent tht the plate gst When he came fous as partner, he gave 
Importing busines hada limited future" me a check for 420000, The check came 
There is litle evidence that TR was back fom the bank nd the clerk td he 
‘ver expected to ois the funy fam. His only had about half enough ash o meet 


Interest im becoming 4 natural scientist "TR's Unle James, who was the custo 
was encouraged byhis father, ho hitaell dan of TR inheritance and his financial 
was more interested in piatthropy than adver. took cae of the ovedra for him 
busines. Although his fither supported Allee ded i edith on Valentine’ 


TR’ love of science, he warned him that Day 1884. THs mother, who was ling 
since he would not make much money sa with TR and Allee, died of typhoid fever 
that pefesion, he neded tern taive on the se day, ust houts before Ace 
within his means hist someting TR parsed away. The devaeited widower 


‘woul never accomplish on bis own, Ped west to North Dakota, where he los 
TR inherited about $125,000 fom his himself nthe le of a eatdeman, Inthe 
futher. He was a 1g-earold sophomore midst of is gel, TR thew all Gaancal 


a Harvard and had acquwed no finan- caution to the nd by tavesing healy 
‘al dtcipline. Soon ater gradution, TR inthe ete business, He ao approved 
nated Alice Hathaway Lee When Alice plans shorly alter Alice's death fo bud 
couraged ber husband's scene pur- 4 s22000 home at Oyster Bay. Faily 
‘ail, TR tuned to writing and police members became quite nervous abou the 
Aeris rst book, The Naval War ofa, sorry sate of Ts iances, 


On return tps fiom North Dakota 
ta New York, TH renewed his relation 
ship wi childhood fiend Edith Kermit 
Catow. The two were marred in London, 
fon Decerber 2,186, Eth’ uy had 
toved ta Europe afer the death of het 
futher because wn eat expensive ta ive 
there than a New York, 

The Hizzards began in North Dakota 
sn November 1886, and they were een 
Jes. TR ost ost of is cate that wie, 
snd tlooked ike he would lose he ete 
investnent there. Fortunately, the two 
Tummbeyacks fom Maine that TH had 
‘ouvinced to mave to North Dakota to 
tanage he ranch were able to minimize 
‘is lsis Ia spt of th, TR's precarious 
financial aituation led him t0 seriously 
conser sling Sagamore Hl, the howe 
‘hed but on Oyster Bay 


ah, aware of TR's Lek af nant 
senue gully stepped i and tok coteal 
‘ofthe fas finances. She kept careful 
reconds of spending and convinced TR 
that Sagamore Hil should be working 
firm and nat just a fal playground 
Atthaugh her competent’ management 
restored stably, he couple often su 
‘de to pay ther bill. The only time the 
Roosevele were able to live within their 
amenne poet the presidency was during 
‘TR temas governor of New York Dur 
lng bis presidency, the Roosevelts spent 
1s entre anual sary of 40.000 08 
stertainment, but was ala ding this 
tne that ther wealth begaa to grow 
This fist teem, THs ances were ba 
sured by an Inheritance f 30,000 rom 
sn uncle and by a 930,000 cotract fom 
(GP. Putnamn's Sous fora new ig-volusne 


Works of Theadere Roosevelt, Cash now 
Sinaly began toeaceed cash outflow under 
E's capable managernent. 

Shorty lr wining « second term 
sa the White House, TR declared that he 
would not eek third term, He ef oice 
at the peak of popular and could easy 
Ihave wou thd term. Though he outed 
‘ing up power, TR rationalized. "New 
Heuer are coming up I see them, People 
ae ging to dace economic sues more 
Sad more: the aril. currency, banks. They 
fre hard questions and Tam not deeply 
intrested in thern™ 

THs post presidental wating sctvity 
provided the Rosevels witha sendy, aoe 
pect, come that was ably managed 
‘by Elid Inmet upon leat oe, 
TH embarked upon an African sai that 
Jed to the publation of book chronicling 
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EDUCATORS’ PERSPECTIVE 


is adventures, Shortly afer returning to 
the Unlted Stes he ta fora thd term 
‘After suffering leat a the hands of Wood 
tow Wilton, he ae ff on another expe 
thon to the Amazon, Although i neal 
Ila TH, the Amazon advent pov 
sail fo et another book. 

‘Afler TIS death ney sg, Bh was 
ate ta lve out er fe i 4 comfortable 
and generous fahion. Her investments 
performed adzably, even during the 
Great Depesion, and when she did in 
14 er esate was worth over $400,000. 

‘On Apis, s9o8, TR wrote ohis rend 
Cell Spring Rice that, “Ie an exceed: 
logy lc thing to have a goad hows and 
tube able to purchae good books and 
food pletuees, and especally to have that 


ern oR | Spring 2038 


house slated fom others” Eas ian 
‘dal acumen enabled TR to achieve, mal 
fain and exceed these medest gol His 
‘owe ambitions and genius ly elsewhere 
and aude im one ofthe ent popular US 
Presidents ever 


Brian Grinder iw profesor at Este 
Washingon Universtiy and a member 
1 loanelal History's editorial board 
Dr. Dan Capris the present of Active 
Learn Techno 


Notes 
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INTERNATIONAL BOND 
& SHARE SOCIETY 
PUTTING FINANCIAL HISTORY IN YOUR HANDS 


Join the International Bond & Share Society, supporting 
collectors of vintage bonds and shares from all countries 
{or over forty yeors. For $35, £28 or €32 annually, receive: 


“¢ Thvee ienves a year of our fll color §2 Subscribe to 
page journal Scrjaophiy with news, i" our Newsletter: 
depth otictes, auction reports and mace 

¢ Membership. Directory listing deolers, 
tution houses and fellow collectors 


‘¢ Momibersonly part of the Society website, 
scripophily.org 

‘¢ Members’ Newsleters with uptodate 
Information and event schedule 


membershi 
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ORDS of WISDOM 


Remarks from the 2024 MoAF Gala 


At the 3024 Museum of American Finance Gala on March 7, the Museums honored Richard H. Clarida with 

the Whitehead Award for Distinguished Public Service and Financial Leadership, Charles M. Royee withthe 

‘Financial Innovation Ard, Hoard Marks withthe Lifetine Achievement Award and Tina Byles Williams 
‘ith a Special Recognition honor. Exerpls fom the remarks delivered that evening are published below. 


RAUDLINE ETIENNE 
Funder 8 CEO, Daria Capa 


1am here ta intraduce the 
recites of the Museus's 
Special Recogalion honor, 
Tina Byes Willams, Tin 
ts the founder, CED and 
C0 of Exponance, one of 
the largest diverse and  wones-cvned 
firs in the United State with atte of 
7 billion, Tina fea trablae, nt nly 
for women and misories, but for the 
Industry ata whole, She widely regarded 
se ploneer in the Bed of tenting and 
investing with talented. entrepreneurial 
fnvesment management fim. For nearly 
yo years, ahe as but at ecorystern aad 
Teputaion for seeding and supportiag 
‘verse managers, 

‘Since inception, Exponance’s mul 
manager platforts has nde lino 200 
emerging managers, GoW of which Were 
Tounded by women and diverse etrepre 
‘eure Through Tina's von, Esponance 
ths ben 2 leading force multiple in the 
dive to expand opportiaites fr diverse 
rofeslonae and rms in this busines 
Se has garnered recogoton bya mul 
Ide of onginizalons snd fs served on 
‘uliple prestigious board, 

“Tina lads from the front, and Ut has 
been her personal miston to provide 
‘opportunity for thote who pure thet 
‘hcams and who have ambitions of sue 
ese Ln the finance industry. Lam one of 
‘those to whom she has veh oppostuay 
se she wan ay ist bos, post MBA, and 
‘was employes tutber ene 

T have witnetod ber entrepreneurial 
Journey, and U am here to provide teat 
‘ony, She bilan. She lan innovator, 
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‘he isa maverick She a sole model 
partclaly for women who, Uke me, fl 
ow inher footaeps: Tina, youre a true 
Ieader—a thought leader, Your lnpact bs 
noble. 1+ abl, Thowe who have bet 
fit thank you 


‘TINA BYLES WILLIAMS 
and Founder Eponance. 


1 ant to fit tak David 
{Cowen} and the Board of 
the Miseum of American 
Finance fr this fantastic 
recognition, in whieh 1 get 
to be menioned én the 

‘meres sco ofa indy. nou 

Industry, performance can be disected 

tate ets and alpha Beta be the peor 

nance derived rom keeping pce with the 
tatkl Alp i the performance hat can 
tated tothe market. Like many of 
yous my beta wee realence, ct and 

‘ed work But a Jamaican ist genera 

ton imungrat woman who came to this 

country With nothing but a decent high 

‘choo! eduction andthe dthes on ber 

truck, neded apa to get foe there 10 

funding a 217 billon lavestment con 

pay, And that alpha came from some of 
you My amating teammates, some of 

‘whom are here, my wonderful husband 

Sind. ofcourse our client partners 

"You se. am here bectuse our ery cl 
ate took a ion ou fim Tm prod to 

‘ay that we've een abet ep hee rust 

‘wth performance, by expanding the cee 

‘of opportunity and funding, and provid: 

ing seed financing fr over 200 fms 

Many ofthese ems are led by women and 

ders professionals because diverty can 

‘setualy enhance performance 


We alu honor our ealy believers and 
the ust of our early believers trough out 
foundaton—A Good. Measure Found 
Hon—vhich we established on our 1th 
anniversary 10 support thote who ed 
‘ate out youth and iniprove the lives of 
Imporershed and marginalized women 
and children, Beene | knew many of 
them whet I got to this country. And a, 
though the combinaten of community 
service and financial eponsorip, Weve 
‘been able to provide financial eacy aad 
leadership tailing to hundreds of youth 
for whom finance, money and investing 
aeallen concep 

‘One of the pests privleges of eer 
hip isthe opportunity Yo mentor talented 
ying profedonal, ‘Thats why Tm 40 
Geeply moved by Raudine's comments, 
ts she mentioned she was employee su 
bet one, And, as maty of you Know, she 
ent on to bigger and greater tage abd 
‘became Chief Investment Officer of New 
‘York Commén and now has founded bet 
‘own private ely frm, Darja Capt 
‘whlch alo sends promising private tet 
lnvetors So, ae too le demonstrating 
that expanding the cir of opportunity 
yds pertortance 

“And, so, [ust want to say by God's 
were, the cada of ty entice sory in thi 
‘country has nt been witen. Whenever i 
‘ccurs,Lhope my eulogy wil count that 
loved my funy and fiend fly and 
that my cles and colleagues wil test 
that—like our datinguahed colleagues 
and honorees here tonight abd the past 
reelplent ofthe Special Recogiton —1 
‘wats great nvextor anda leader who did 
{tthe right way, Then hope that lla the 
shove will say tat Tet the word a Hie 
beter than hoy found 


(MARK CARNEY 
Chair rookie set Management 


Conprtitions, Tina, 
tranboner tr flow you 
oe the sage And ir 
fon bene fe ma 
Idi Richard Clr 
i, You have hi voume 

ik pista car of remade a 

fe acheveent and able pub 

‘ice The bt ting Tan doa provide 

Tome contest of by ch ka cand 

ths tw attate te nproe the we 

feof he plea te United Stes ad 

Sound te weld 

Tun ar tha leon. veered 
analer aC lanas oe Be pom 
nunc, mos af the from stan 
tny of tem fom Howard Mars and 
‘neo acoleagofoba Whitehea’ 
‘Tarncraumed Bob Hout at Glan 
ho ph mea ue Toud irae 
“in nance. doen make see, 
dt aia ese” 

i that tautology hers = widom 
teense if wimse in ou lady 
‘Spies someig to your could bet 
‘Oe proc or tuld be why the vale 
fiat copay bay sons 
ener higher than everyone le 
that planation done nuke ne 4 
You. thes to eps i And ti 
Ube snk em wales And yo 
walk aay been thee ae vl nly 
tro exlmatons Theft oe big 
‘Sl somehing or bela encouraged odo 
Smehng trey dent mae sense 
ietheltst ormat nace. 
the ewe eon the myth ie 
teu Ori he eure ran af the 
four mot epee ods ate Engl 
Innguag (Ti ine ere) 

‘Sr he oer nso you nd walk 
vay isis destiny oman 
ite ponon wha prmig the en 
doe ely understand theres 
‘hey ae flowin onda hye sl 
ing bn dl hs been baer 
‘And it the, when tiged know 
‘oe assignee, hate to 
onic he vetlel orn he 
"lehard Clarida makes sense. Rich 
sie in bese tf 
‘lr of econo, be nderand the 
‘Splat of fascia mits and 
Se appeie th relies af the wor 
‘Radars hy hs nhs have changed 


the management of monetary polly and 
Aelvered beter outcomes for people here 
inthe United States and abroad. ls ace 
demic work with Jord Gal and. Mark 
Gertler ploneered the pracieal ute of 
[DSGE (Dynanue Stochastic General Equ 
brim) models, What you aged to know 
bout these models they essential for 
Underaanding the dynamics of modern 
fcononies They athe heat of central 
bank forciating, Thee highly Inf 
til on policy decison, Sof yore a 
rmacroeconomst, you apply these DSGE 
tmodele Ifyou do so usthinkiogy, you're 
the economic equivalent of the senseless 
financier that Bob Heart bad warned me 
about. ln other words these modelé are 
Powerful tothe knformed practioner, but 
angerous ta the slavish flower 

"And tht is where Rich sands ut 
He understands th gus of these model 
Ibecae he'shelped bud hem, He knows 
thet assumptions and, uniquely through 
relentless obeervition of economic, fat 
dal tke and rea economy data he can 
not only divine when those assumptions 
ste changing but he can decide what to do 
out it Sorin other woud, Rich Clarida 
Ins when something that had made 
sense stops teaking sense, And this has 
made hit an exceptonal publi servant 
uring times of gest darupton 

ating he lmmmedat ftermath of, 
the best in this country volunteered 0 
serve where they best could. Those in 
the nary went tothe heart ofthe wat 
‘gana tert. John Whitehead went to 
‘build the heat of Manhattan, And Rich 
‘Clarida went to the heat of global nance, 
‘the Chit Economie Advis to Tres 
fury Secretaries O'Nell and Snow. This 
‘wat tme when It ws a begining of 
‘ordering ofthe global stern aridt 
large global Usbalnces andthe wars on 
terror and soon amongst curencles. And 
Ties pag and gba vision helped 
‘hos understand the skin this ition 
snd he need fr constructive engagement 
He played a vial cle, for example, in 
jumpatarting the US-Mexico Partnership 
far Prosperity, and he worked alongede 
Randy Quarles to secure Interoatonal 
‘agreement on collective action atses 
in savereiga debt to belp prepackage 
workout 

‘Once back at Columbia and PIMCO, 
Rich wat amongst the fist—if fot the 
fest—to Aentiy that there had been a 
large structural all nthe neural terest 


rate ln the Wake of the global nancial 
‘ius, And when the market and policy 

teakers eventually caught up. there were 
enormous consequence for ast peices 
fn pole. The combination of bis tech 

eal all and common sense have kept 
Rh in constant densand. Whes Twas at 
the Bank of Canad, we aught he advice 
(8 our monetary policy framework, and 
‘is perspectives not only helped us avoid 
recession, but once thy were brought 
to the Bink of England, helped the UK. 
erg fom Ite dep receon. 

‘When Bich became the Vie Chair of 
the Fed in sou8, his intersections. ith 
‘ther central bankers became much mote 
frequent. Many of those central bankers 
‘were already fae to hn because, ke 
AM eat leaders, Rich had dedlated hi 

to developing thers Including Ben 
Broadbent, who's Deputy Gavernr ofthe 
Bank of England Pip Lane, who's the 
(Chit Economist tthe ECB: and even hi 
successor, Ph Jferson, who's now Vice 
Chala the Fe. 

‘AL the Fed, Rich ted the develop 
rent of a new poly framework (FAI), 
‘whlch would help the US excape a lor 
tng Uiguldty tap and secure the works 
tongest recavery fom COVID. So, to 
‘conclide, Rich's intl, Bis pragma 
fd his generonty ate role models for 
public serie Thy make hiss highly wor: 
Ay ofthe Whitehead Award. 


RICHARD H. CLARIDA 
MCD: Colaba Univers 
Famer Vice Chai, Federal Reserve 
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BI etre youth 
te ace the Mowe 
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4 ees 
tne Leader 

Ian Which! inl and tt 
pres hares present a -Whalt 
‘iu oplcymatrs ancl an 
crepe nd igeday bre 
Tau” Howard and Chuck: onal 
tent Tw honored aad stg ou 
‘Mev a Cal wc uppers 
These et ofthe Nise ae at 
to oft ups hey and heard an 
fou te Mack Gane fr le greens 
[iedicon Among thee ai" woo 
Save veld in trated ply 
dix Marks ymama, Trl onc oft 
iin es pte we Gp coma! bas 


vow Monto | Spring 2026 | FINANCIAL HISTORY 1 


‘theough global nancies, chaled the 
Financial Stablity Board and provided 
pestle leadership inside the bank for 
Internatonalaetlements and gatherings 
of central bankers, But before Tove on 
‘Mark. do want ose the recoed straight 
‘8 one mater. It may indeed be tue as 
Forbes magazine has walt that you ae 
‘sock ar central baer. But 'm actually 
the only central banker with an abu on, 
Spot just remember tha, 

T took may fst economic polly job 
Jn Washington in 986 as 2 senior sta! 
conor with Preident Reagan's Coun 
‘al of Eeanorale Advisor, was then & 
‘o-somethng junior econoris pate, 
‘but them affered the ob, 1 accepted on 
the spot was hired by 4 fellow named 
‘Michael Motu, a esembe ofthe Coun 
cil who wins a renowned economist fom 
‘Chiagor And any fb was tobe his ight 
thand man working on any and all alters 
‘nthe vast ply pits of the Reagan, 
sidministration, which s9 those days— 
fn may sound farnlas—lncluded tax 
‘efor, tade policy and the lst mages 
ton Bll to pats bath houses of Congress, 
From Mike leaned that I could should 
and would aspire to combine thought 
conor retwoning with concise on 
Iupleation and 2 focus on. producing 
alysis that was egorous, relevant and 
hopeful, durable. 

Te wos around thine that I begat 
‘think about what care that combined 
scaderics, public poley and lavestnest 
‘management might look like. And while 
ie would be fale to say Thad someting 
‘We span, there was not relly an aval 
able template to fallow. twa becoming, 
Incretsngly cleat ta me that there wat 
a enermots cham openlng up between 
‘cade ance andthe way tel-workd 
‘markets tseseed economic dts und expe 
‘lly dt eliting othe Fe and to mon 
‘tary ply 

‘No fist ound this state of as 
tw be somewhat dibearening, but over 
tine U began to tealze that it actually 
represented an opportunity for econcale 
revearch, I as within this costeat that 
sy academic work with Mark Gertler 
sd Jordi Gal on the slence of monetary 
policy eame to be conceived and devel 
Oped. And 25 year ae, the papers that 
‘me wte together way back when ae sll 
bel cited by profeaors But ie even 
‘re gatiying fo ane thatplleymakers 
tosay tll fod them useful. Moreover, 
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1 would tater come to discover that the 
framework we had developed actualy did 
slut to close some of tha haem between 
‘eademl nance snd real-world Gandia 
market. 

"That discovery began to emerge afer 
1 as reruited to join PISICO in 2000, 
sever year afer my service at Asian 
“Treasury Secretary. duving which tne 1 
id advise two Treasury Seereatier—fne 
tien and dutaanding todividuai—Pasl 
‘O'Neil and John Saove. While at Tres 
sury, I worked on a wide range of sues, 
tw of which Mark made reference. 
alto proud of the contributions my teats 
at Treanry made to intdulag “now 
‘sting” or real-time economle tracking, 
Into the toll of DC palieynakers, ape 
lllyaer September i, when unceraaty 
‘Shout the economy wae elevated. 

But afer my yeasat Treasury snd carer 
in cade | was ot an bios PIMCO 
‘ge. The company wis looking to ad 
‘Gobal bond porto manager who, per 
fips, knew a ite economics, Twit an 
seine economist who had never rade 
‘Shonda hs life and sl at So PIMCO. 
snd agreedtowhat was infect one-year 
‘dion, and 8 yeas ltr, Pm sl there 
fd ail audleaing. The jab deception 
Ins evolved ver tine and now Includes 
verieeng the fins scat tavestient 
ur process. 1 wa at this fru a 2014 
that I developed with my colleagues the 
Neve Neutral Theis that, because of fu 
damental changes In the global econo, 
Interest ate including the sty the Fed 
‘would pea at much lower level tha had 
ten the cae history. A the tine that 
‘we wese wring abou the New Neural, the 
Fed lel was proecting that rates would 
uimatelyretum to the old newt, the 
‘re final ras level. 

Tn the end, the PIMICO call turned out 
to be correct, withthe Fed's policy rate 
aking at in December 2038. Indeed, 
by December of 2018 had joined the Fed 
48 Vice Chairman and so had the chance 
to se the New Neuttal apliad in prac 
tke A priority of the Powell Fes fist 
term war an ambitious review ofthe Bel's 
monetary ply framework, which Jay 
Pall asked met erie and which wat 
rallied unanimoudy in August of 02018 
those dae days dusiog COVID, 

Talo proud to have been a member 
of the Fed! that helped to engineer ope 
‘ofthe fey sft landing in post-war his 
tony with pices eng at 2% with GDB 


ovng at trend, with the unemploy 
‘ent rate ata so-yea ow and eel wage 
‘in the highest atthe bottors end of 
the income ladder. But, of course, hat al 
‘ame to an end in Bebruary at March of 
Souo, And once the panderle di trie, 
the Fed acted decitly and expansivly 
inthe apring ofthat yea to prevent what 
‘ould well have spléled downward Into 
fh economic depression and financial cr 
fie, The depression and financial is 
that never wis, H has been sad that the 
Feats nimble and creative response to the 
pandemic collapse represents the Fed at ts 
best At let the reconde show that agr, 


CONSUELO MACK 
Executive Producerand Managing Editor 
"Canale Mack WealhTack™ 


the 20a elpient ofthe 
‘Museu’ Final 


Innovation Awad my 
oad frend and ange 
fering interviewee, 
‘Chuck Royce. Ax yu will cover, Chuck. 
every humble. He doesnot ke to bring 
stent to isla all, oT have bad to 
‘arash to betteriewed over the 
yeas, much tomy viewers and my 
bene 

‘Chuck hat been a big supporter ofthe 
‘museum, Specialy. he likes todo pro 
ets that heean get volved sn and that he 
‘an fouch and sc the mipact of And wo he 
financed an ating book an incredible 
research poject—caled the Genealogy of 
“American Fouace, which te a history of 
the go langest banks and Bra on Wall 
Stee. I was not easy to do Beene 40 
‘any of them have been merged away oF 
‘went under, Bu the pot is that has 
‘ade the Museums of American Finance a 
repostory of any research that's going to 
‘bedone on the history of Wall Steet 

Chuck theca of Raye Invert 
sent Partners and the portfolio manager 
of several amal-capfunds—it sed to be 
teany, many more thin syeral—incld 
ing ead portflio manage of ls agai 
Royee Punnsyvania Mutual Fund, which 
‘he has run since 3972. Since its founding 
sos ears ago, Rover has specialized i 
Avallcap stocks. Iwas one of the Bist 
fms not the fist to do aa and sll 
does to this day. Royee—the fry and 
‘Chucks the gold standard for alc 
sock investing. 


Chuck plonered sac investing. He 
Ir crested the ate ae by reco 
ng mal company stock that Use fo be 
tral othe pink set Some of them 
‘wee penny sacks, bu sane of them were 
finise companies And Chick figured 
‘out through he incredible researc ad 
‘is cotuon sense that hey canbe kext 
teen et. They sie common chara. 
Isis They Sequel move in concer. and 
they ate underexatched and over doked. 
“Thy ate a pertet area to mie for 4 vale 
lnvestr, wih i what Chuck i, 

et me tell you about Pennsylvania, 
‘Mua Fund 1s deleted 3.2 aver 
‘age annulled eer over the 50 yeas 
radd 1/333 Fat your hearts ou, active 
managers. And i has beaten fe Ruse 
42000 benchmark in the last thee, Sie 
os as 20% a5 3035 and 40-year pr 
‘od but who's counting? 

‘And, you know how everyone flows 
‘Warren Butt? What he's buying. ther’ 
av industry surrounding that: Well it 
feos ut that Warten. Batt has pur 
chased 14 companies that have been i 
the Pena Muttal Fund over the years 
‘Ad Chuck had ta et them go As he has 
‘esrb to ne riany tne, i a bi 
ernest moment when snsebody comes 
and ie wilig to pay you much more than 
you pa fora company, when you rally 
ed the company. 

Here are some of dhe qualities that 1 
think make a great investor, Chuck has 
an endless and Instable curios, He 
loves stories, He want to know the tris 
of companies and he wants to kaw the 
‘Sores about individ and that extends 
to tows and buldings too, And invert 
tng in aall-caps be figured out hat there 
ae slero-cap stocks that act dire. 
‘And there are lois of value companies 
that he oversee a8 well so theyre doing 
‘ot of international Investing eaty oni 
‘all caps, He his been incredibly gener 
‘us behind-thescenes to individ who 
teed advice and help, 

‘Chuck alo ht dedication to improv. 
tng communities He has reviled se 
fal towns—eraly taken over the mai, 
‘et and bought buildings and encour 
‘aged local peopl to open sinestes. So, if 
you goto Wateh HL Rhode lands you 
{10 Tanner, New York: Ifyou goto 
Aoventown Stanford. Connect, youre 
teclog bookalres, theaters, restaurants 
sind jst amazing revitalization of places 
‘that had fallen behind 


He hasbeen active in the leaeniip of 
the Epacopl Church and hele spiiully 
‘rious and engaged. Te known Chick 
Tor Tong times and a's been an honor 
to Know him. And everyone Tve talked 
to, who have worked with Chuck ot been 
the reiplent of hie generat, and just 
‘es wonderul earls aby To lsten to 
people and learn from thems sald 
hess prnce of euan and hee bilant 
inverter, Least wai ta heat what he has 
toy tonight 


CHARLES M. ROYCE 
Funder, Chain and Portal Manager 
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Consuelo amang. She 
hasbeen a felend. for 
maybe 30 years. a been 

) Bas 
het, Bat, more impor 
tantly, this museum as 

realy served so many purpose, and Tn 

proud ta have been a mina part of tha 1 

enjoyed terrieall thinking through this 

book on the history of our [banking and 
financial system, 

‘A very duck summary of some ofthe 
things Te experienced i the ast 0 years 
Fish Usturte off with «lft start. 1 
sate in 73 and 7sand 74 were stright 
Adown—downs 308 each year, Inflation 
‘was high-—t0-i9% thnk flst for my 
shareholders about 73% ofthe vale. And 
quickly learned the Bust mote, "Dont 
lose the mone" And Iearned the second 
‘ue "Follow the fst rule” S0 that tok 
ome tie. The decors of my fund, by 
theend of 7, sad, "“Chuck, thas enough 
‘We didnt do so ot. twas an interesting, 
experiment” Fort of gol on shy meta 
phorical knees and begged to go anather 
few month, 

"Then “75 came, and the masket went 
tenght up It was a atong year We were 
up 1008 and We ated nto a diferent 
rode of trying net to love the money 
fd lets tke 4 de more seriously the 
‘whole idea of ow do you balance ts 
nd reeard The matket tok of and we 
Iga to get set ws, ln thove days we 
wore a weird, We were 4 noload fund 
inthe oysters of lal funds, There were 
few noload funds, and we got pully 
and we had sucess wlthout really baving 
‘busines plan The wae thls new word! 
‘of nardoad funds, which gradually got 
Digger overtime, but we Were ely on 


that idea, We weren't pat af the main 
steam at all We built 4 eeputation and 
then approached registered iavestent 
‘advisors that were aot part ofthe mal 
‘teem, These were male ra though- 
‘ut the countey, not New York Clty ad 
‘we thowed up sad marketed and tld the 
Slory about how fo invest. 

‘Now the no-load fund had be mad 
fed we created something called °C 
abate” which was 1 comenion, but i 
‘wat lee oa, Iwas new thing. and it 
Feld ws introduce ourselves to this new 
‘word of howe do you sla broker desler 
‘who wants x commision but wanted to 
Fave some favor of no-load fund, So that 
‘wat development in the eal ts, Nowy 
there was fortunately no index a to what 
the small-cap was, Out of the blue, Rus 
sel, think towaeds "S78, ansousced 
index but they did us thedserice (or 
nape service) of casting the index back 
1078 Sollalong we were playing agains 
a adex we dda even know exited. 

"Another bg development or us wall 
of a sudden, thee was something called 
Sch, And Scab wae cust type 
‘orgunization—and T've_goten to know 
them quite well Chuck dd the mot inter 
‘eting thing in that he extracted a fe fons, 
those people who wasted to sll heough 
‘ate. Me di ic very well Faelty and 
Schwab now dominate that marke, and 

a ae something we had to adap to. 
“Then, Momlngeat came along, and 
_Mouningstar sort of took ver the analy 
‘al framework that Lippe had dominated 
{er Years Morning came along and 
created this Baseball diagram of nine 
Tes, and you were placed ina bo 40 
that you were compared with something 
smi In the ease of out fund, Penna 
‘abla Mutual Fund, yas the Blend box 
Now, 500 funds ae in the Blend box. 80 
4s gone fom Ute thing to ell big 
thing. and Morningstar abvloudy dom 
‘ates that convertion about who you 
ate and how you abould be compared, 
‘We didnt Tove that ether, but that's what 
es on, and that’s been naportat for us 
Toh been succes within tel defini 
ton of haw to be accel 

“Then ETFs came along and, wave, how 
they've changed the world completly, 
Now, as weal know, they ae probably 
oN of the marketplace. In the willons 
ff dallas, And we have an active Gund, 
‘We have not gone fullboat into ETFs, 
tut they have certainly added dames to 


vos Hoste | Spring 2026 | FINANCIAL HISTORY 1 


the Kod of world that we compete in 
Irs been an evolving pater, Probably 
the ano sigaiicant thing that has gone 
fn is bac in the os there was this hing, 
‘elle the “Nity Pity.” And the Nifty Pity 
drninated the word, And, when Twat 
Stating my fond in pla. the Nifty Fly 
‘wat Unportant and then, all of «sudden, 
‘we did well and the Nity ity gradually 
Aropped out of signifeance, Those wert 
ert, Polarld, ete. Now, whats the 
‘onyparon today? The word focused 
‘ the~Magoiient Seven” 

"And there was thie other inbetween 
tea athe Internet bubble the ate 90, 
‘where the world was focused on eyeball 
‘And that le what the conversation wis 
‘stound, That too had a peale moment, 
fad a that peak moment faded, gues 
oat ase 
‘id very wall aes the Ni Fit sot of 
teceded, and we had 10-year run, The 
‘une thing happened in the Interne bb 
‘le We had au0- or a-yeat run fn al 
‘aps, And, pethap, the sume thing could 
‘be happening today withthe Magnificent 
‘Seven a they tec slghly. We've had 
the begining of very sharp rally inthe 
small-cap world inthe la couple month, 
“The makes up 25% ance the lows of 
October in small-cap, and they've done 
beter than large-cap for the fst ive i 
some tne, $, maybe 14 good tine 
‘orting for smal-cap, 


(MARK SHENKMAN, 
Funder President, Shenkman 
Capital Management re 


Ws a grt honor for me 
toinredce my fend and 
competitor fr the It 46 
Years, Howaed Masks. Our 

SS Ears 
tae path. We both con 

pleted our altar service in the Ary in 

{9oo, and that was the height of the Viet 

tam Wat. And we both then entered the 

Financial world. Howard went Ciubank, 

and I joined New England Merchants 

Bank in Boston. We wer both given what 

we thought was an excltng stagnment 

covering the Nify Fifty. 2 group of 30 

Iigh-tving,lagecap blue chp comps 

ales And ence this museums pein 

financial history thought you ght be 
lntrested in that 6 of those So companies 

Ihave been euerged, and 10 have gone ot 

of buna, 
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However, with thelr lofty muliples, the 
great performance dd not lat, and when 
the bear market of 970 hi thse stocks 
plummeted neatly 50%. In 3978, the CIO 
‘Of Cit Equity Group banished Howard to 
‘ew platform atthe bank, which had no 
Tecopatin; thad no benchmasks and no 
‘ecepance in the financial coment. 
Ie was ale junk bonds and convertible 
securities, ln 973, L was abo asigned 
resatch ofthe Nify Fifty at Fidelity Man 
‘gemeat & Research In 1978, Howard and 
Twinesed the birth of todiy’s high-yield 
bond marke Howard quickly realized 
that this subsector of the fixed Income 
market wie incredibly Ineficent, but 
‘oth hard work and comprehensive credit 
‘search, the now-lavetvest grade mat 
et could be exploited 
Tn the early nos, the high-yedd mar 
‘et wa ll ne fancy, ut ne 
ace wins rapidly growing. asa reall of 
the boom in LAO, Howard would tell 
you he was atthe right place athe ght 
le. That is true, Hew recognized the 
‘extraordinary oppartunty and he capital 
ined on the growth ofthis new ast clas 
Tn 198s, Hard moved to Las Angeles 
snd joined TCW. In 995, when Howard 
‘departed TCW, he was managing only 37 
ballon in high-yeld bonds and secutty 
In that same yar, he co-founded Oak 
tree Capital Management with five pt 
ners inching Bruce Karsh Ins widest 
Imaginaion—this is what Howard told 
me—he never balleved that one diy Oak 
tree would manage to billon in asset 
Currey, Oakwee's assets under mas 
‘agement are approainately 490 billon, 
‘Today, the total size of the leveraged 
Finance markets a staggering 5 lion. 
"The phenomenal grewth inthe leer 
aged finance market fea divt reste of 
Howard's cles effort to expand the 
narket, domestically and globally, Many 
you know Howard from his wonder 
memos, t appearances and books, How: 
fd let student of finance and fnanclal 
‘story and rly understands the ives 
rent leon of past maker cyl, How. 
fer. there's anther ade of Hover that 
Fle to share with you tha feels just 
st nporta, Wale How hs achieved 
increible success at the highest levels 
lobal finance, he remains the same 
odes, private and humble individual 1 
tet ove four decades ago, For a ind 
‘vidual with sich an extranednary record 


of acess, thete outstanding qualities ane 
remarkable and rare, given hs achew 

toes, Howid ea tve legend and tral 

‘lazer on Wall tweet. For these reasons, 
Howard is 4 most deserving recipient of 
the Museum of American Finance Lie 

lie Achievement Ave 


HOWARD MARKS: 
(CoChaiman, Dake Capa! Management 


1 have a lt of people to 
thank tonight, TH start 
With Mark He got me into 
this 10 Tad be bad no 
shoice but to ined 
te. [appreciate the cont 
sett about bumlity. I reminds me of 
Winston Church, who sid, “He's a 
‘humble nn, and he hay aot tobe humble 
bout” Talo want to thank the Museu, 
David Cowen and Peter Coben in thelr 
leadership roles, Bob Plant and Conselo 
Mack dng the emcesing jo tonight, the 
‘ther honorees—Tins, Rh and Chuck— 
‘who Join me up ere im very plese to 
‘easocaed wih ll hee of them. 

‘Ae same of our other speakers have 
mentioned tonight. wee all ere Beene 
‘we believe inthe importance of capil: 
sm, private enterprise. the fee market, 
the highly filet snd highly functioning 
capital markets that we have, the access 
to opportunity and financial tracy. All 
of thewe concepts are esentil to all of 
ve here and entke our country what i is 
tod. Ihave hada great benefit fom al of 
these things, and weal have the espont: 
Dilly to perpetuate thse things 

Tas peged to ated the Wharton 
School ap an undergraduate and then the 
busines school atthe Universy of Chi 
‘ago a grad student Whee eli in the 
‘word would 1 get to acomplsh what 1 
have and to have stsciatons with ll of 
you, wltbou those sasttutions and with 
fut inancial edueation? Where ele woukl 
the cd of pares, nether of whom west 
to cllege, have the opportunity to enjoy 
the lie | have, meeting people Uke Joba, 
‘Whitehead in the course of ny career? 

History sesential And you realy can't 
function inthe financial word i you're 
tot Informed about I "The philosopher 
Seotayana le famous fr baving sd that 
those who are ignotant of Msory ate 
doomed to repeat Tha’ an important 
lesson. One of my heroes, John Kea: 
eth Galbraith, sid that the outstanding 


By Daniel Schulman 


Purest Gotowan—it dosn't quite have 
the same stately ring as Golden Sachs 
Yetthis is how the work! mast power 
savesment bank might have been known 
Jha Mareus Goldman remained in is i 
tl partnership with Mayer Dutzel. 
Mareusjlned yp with Putae sory 
ter reloctig to New Yok fora Ph 
epi 859 ls hs wife Berths and 
thei five ede. Patel so Jewish and 
‘of German extraction, was an experienced 
note baker who traveled the cabbled anes 
of Manhattan's finanelal dselct making 


The Jewish Immigrants 


Who Transformed Wall Street 


short-term loans ola! merchants, Note 
brokers packaged these LOUs—tbe pre 
eceioe of commercial paper—and sald 
them in lk to local aks ata discount, 
replenishing thei capital forthe ext day's 
transctions. It was a volume bus 
ind Marcus evidently excelled att 
thout a year, he departed Puts Golda 
fand struck out on is own, forming the 
fn that would become Goldaan Sachs, 
At he tne, the credit reporting agency 
RG. Dun & Co, didnt think much his 
provpects, deeming G 
todo much busines 
Tes not uprising that the credit repo 
underestimated Goldman, Nothing in 
his buekground suggested he would ly 


fan “too tid 


the comersione of Gant empire at 
rmasive und ublguitus that today there 
te no ned ta say anything more than the 


sumame of te founder, (Merely, fr 
the company’s employers, not Putel) He 
shared that rait—and each ele besides— 
in common with a tght-kait group of 
Dusines tans whe, fom remartabe and 
surprising ergs, helped to transform 
Wall Stet as we know i 

The founders af Goldman Sachs, Kuhn 
Log, Je W. Selina & Co. and Lean 
Brthers—whe formed close business and 
yersonal connections and whose fms 
A various pots, dominated Areca, 
Finance were German-fewish iat 
geass, mst fom Hava, who sought 
Felge athe Unie Stats in the m-th 
cety. The Kingdom of pee-unifenton 
Germany had Lnely twated Jews a8 & 
Permanent underclass, restricting them, 
From most prfesons baring ther om, 
property ownership, dicing where they 


ould lie and forcing thers to pay exon 
tomate “protection” money for the pri 

lege of eesiing there, One Bavarian la 

‘maker, enraged by abil hat would have 
conferred equal eights to the zeglon's Jew 

inh population, sued up the preving 
atte when he argued that Jews would 
femain foreigners ven A their German 
roots etched back a en, 

Te 848 evolutions swept Europe, as 
people revolted against the feudal ender, 
Aemanding democrat reforms and base 
‘ul ight, Known a4 the Spriagtine of 
the People, these uprisings~andthe oes 
Tut erckdowne that ensued to restore 
fonder—sent waves of iumiants tthe 
United States: Many ofthese “Forty -Eight 
era” at thee imigants were known, 
hale from the German sate, Marcus 
Goldin, Solomon Loch and Mayer 
Lehman were pat ofthis exodus, By some 
sccounts, Mayer partlpated in the peo 
tet in Bavaria before exaping Germany 
1 in is brothers Henry abd Emanuel ia 
‘Montgomery, alabatta 

Goldman and his flow German-few 
leh investment banking plone allowed 
2 slauae roadmap. Most were graduates 
(of what John Langelth Lod, fe. Mayer 
Tebiman’s reat grandson and the onetime 
US ambassador to Denmark, calls “the 
Haratd Busines Schoo or Jewish bay” 
Inothe word, they stated ots peer, 
‘often ranging deep nto the American inte 
or fir fom the neve towns and esto 
Ihc an asortment of hai pro: 
veteal remote frm, ning commutes 
another url utpoets, Peder were lke 
‘noble deparsient tore, and they tended 
to spect tn unury eas, exravagances 
ind Taney” goods (decorative hnekiacks 
Sid accesories). Thee often seemed 19 be 
‘ho end to what a pedir could produce 
{ioc hsp or excavate fro bladed 
art almanacs, mirors, pleture fames 
hiner, ble ines Beding shaw, 
nas shoes, ace, embroidery patterns, 
‘watches, jewel, seing machines 

edling was the most popular stac-up 
profession forthe Germah-feish ian 
‘rate who came tothe Unit tts in the 
‘ld-Bo0sbecase it wat a falar one I 
‘was one ofthe fe jabs aalble to the 
futher and grander inthe old county. 
Pedling, hich could be dangerous and 
lonely, fered 4 cash coune in American, 
‘wom and the Engh langage and 
feud ralctkere Aer gaining some 
‘experience and accumuliting me cpl 


the next nung onthe econcmle ladder for 
pede wis opening a store, 

"Afer peddling largely in New Jeviey, 
Goldman eventally established a auc 
‘cesfil wholesale clathlng busines on 
Pluladelphis's Market Steet. Siniaty 
the investment bank of Kun Loeb raced 
is origins to the thriving Chinn 
Ipsed lating out of bother-o-lay 
Solomon Lob and Abraham Kah (who 
nally pede in indiana), 

"The Seligman brothers, led by pater: 
fumnias Joseph (another pede), ope: 
sted a handfal of dy goods stores in 
‘abuts before ranching into leapt 
ing and evublabing thelr headquarters 
im Neve York The eldest of chien — 
‘ight of them boys—foseph preceded the 
“Forty Eightes” by a decade, aiving in 
sayy during nancial eis severe tat 
‘ght state and the Farida eretry eve 
tually toppled int baskruptey. He based 
‘ns pedaling operation st in Penns 
tla ending for one faa member afer 
the next unl the eae Seligman clan had 
‘located to the United States 

‘Within jo yeas of arin ln America 
wh the equitalest of st sen ito the 
Ting of his wowsers, Joseph would be 
sadviaing presidental idainiteatons on 
conoae poly. Ulises Grant dose 
faaly fiend, reportedly tied to crit 
‘on a6 Me Gist Treasury Secretary. IF 
Josephs ese fom lowly pack pedir to 
shop-keeper to ane of the nallon’s fre 
most financlers seemed Ike « Horatlo 
‘Alger tal, there was 4 good explanation 


for that, Fr about eight ets the up and 
‘ovung author led in Joseph's Murray 
HU mancon, where he tred the banks 
e's sone, Alger and his employer spent 
‘any evenings batering—oseph enjoyed 
cussing “teriture, philosophy and 
religlon—and over the years the author 
soaked up Slgnt’s remarkable story 

“The Civil Wat rwarked a. dramatic 
Anfeston point, including forthe uptarts 
‘who inthe yest to come would Help to 
power the nation’s industrial transforms 
Hon, It sigoaled thelr transton foe er. 
‘ants to bankers, though a the conflict 
‘worsened Joseph Seligman was fa fom 
‘optic sbout the future. "The sate of 
‘Maiev the US begins ta take on very 
ark aspect” Joseph wrote to his brothers 
‘at long afer Abraham Licol's Eman 
‘paton Prclaation He feared far Ihe 
‘deal of not ony the Government, but 
‘ofl a, order and sett.” 

Emanuel Lehman weole even. more 
espondently to relatives afer the wat 
‘oqan: "Alles st beendet!"—Is al over! 

mate had recently farmed 1 New 
‘York outpost for the Lehimans’ Mont 
gomery-bised busines, which was lowly 
branching out from dry goods into the 
‘ation trae, Prone to anaety abou the 
financial prospects ona good day he now 
‘tioned the mont eatsrophlcsenar 
fg ata northern naval cord tightened 
sound the South 

Unlike the moguls who would evntu 
ally compote thet New York sail ile, 
the Lehtnans thoroughly Meifed with 
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the southern cause, even though the Con 
federacy sought to maintain and expand 
sytem of subjugation to which they 
surely could have elated as members of 
fn oppresed people. (Mayer would be 
eseribed Inter in Me as an “unteco 

structed rebel) Many southern fewseamne 
tw accept fot embrace, avery though 
the spiritual desonance of this pouton, 
‘even a that tne, was ost on noone, Dur 

lng one barbed congressional debate over 
slavery inthe 1805 an abolition senator 
inveighed agaist “lraltes with Egyptian 
Princple”a dart almed at his layer. 

efening clleague Judah Beajarin the 
Jewish Democrat from Lous 

“A carporate history publshed. by 
Lahian Brothers in 1950 to mask the 
firs centennial sdesteps the question 
fof whether the Lehmans dealt in Back 
tearet cotton daring the Civil War, but 
the considerably longer and more dete 
npublahed vrson, ted The Seed and 
the Tre, leaves litle doubt tha they were 
lockadé runners, The Lehane ali did 
considerable business withthe Conte: 
fray, landing contracts wort at least 
$200,000 ta supply goods exnping from 
‘ce and ce to the fale used a the 
om worn by the southern ores, 

Inthe North, meanwhile, the firms ran 
by Marcus Goldman, the Seligmans ard 
Abrahams Kul and Solomon Loeb helped 
tw out Union troop, 

“The Civil War hastened the financial: 
tuatlon of American Uf, requling large 
scale bon-eling operations by bath 
‘des and easing a speculative Senay on 
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‘Wall ses, especially inthe gold make, 
which grated lent based onthe test 
batdffont nes. The Lemans ind Selig 
rans edged into fiance during this es, 
respectively selling Confederate and US 
‘eure in Europe dito the con, 

‘Government contri attracted droves 
Competitors tothe doting trade and 
in the wa?s aftermath, Salamon Loeb 
recognized thatthe “cream was of the 
Isis” hs son Jans recalled In 867, 
theand Abraham Kus enoved thei fam 
esto New York, now the natton's und 
pated fianci capll, orig the inves 
rent banking partnership of Kuhn Loe, 
‘Avcouple year later, the Goldman clan 
sched in Manhattan, where Mayes and 
Emanuel Lehian had als sted, 

By nav, 4 young Geran immigrant 
was rang tie on the Street. Jacob 
Schif arrived in New York in August 
16;—but not by way of steerage ie the 
cater geneaton of bootstrapping Ger 
mnan-Jeish immigrants who preceded 
‘nim. He haled from a prominent Jesh 
funy whose rots in Frankfurt strtched 
bck eats, Religious leaders, scholars 
ad prospetous mechan populated the 
Sehi fary te 

Schiff co-founded his awn brokerage 
before he reached 20 and later maid 
nto the taverment bankog partnership 
cctablihed by his fuher-a-lay, Solo 
ton Lae, Ta the inital horror af Loeb 
ad the fen’ older and more conserves 
the partners, Sci plated Kubin Loeb 
vet tothe turbilntrealay of tall 
toad fiance. 


Banker to the Pennsylvania Raileoad 
(the the word's largst corporation) and 
a peat many other companies Schild 
Kahn Loeb tothe very peak of American 
Fiance. a beght he occupied with the 
mercurial LP- Morgan As the beads of 
two distinct Wall Stet factions Schl, 
the chifain of the axendaat German 
Jews and Morgan, the leader ofthe blue 
‘loaded Yankee bankers with New Eng 
land roote—Schif and Morgan had a 
‘oud relationship that belied hint of 
mutual suspicion. "Tel fee frequently 
callaborted on ralrod ventures and 
Industrial oferings, generally belleving it 
‘wat more lurative to work together than, 
to engage in destructive carprat blood 
Teting—ith one notable exception, In 
‘gon, Schill, Morgan and thelr respective 
deste, raoid moguls EH. Hareiman 
fd James J. Hill engaged in 3 tale 
Struggle over the Northern Pacific Raway 
‘hat sparked a stock market panic (and 
led to Teddy Roose’ subsequent tut 
Dusting crusade) 

“There no banker inthe country who 
ts more clay dented with great cor 
poate interes, especilyraltouds, than 
Jacob HL Seif the Wall Stet Journal 
ruied a couple of yeas later, One pub 
Teation called im the “uncrowned king 
of tranatanie nance.” Another coro 
ated hin offal. Dubbing hit “the 
New Money King” the Piadephia Press 
suerte that Schif had clipe Morgan 
“Hoth Me, Morgan and Mr, Shi have 
fianced very large propoitions, but it 
tha een observed bythe more power 


ranking interest dn. Wall Stee, hat 
‘radu, ide by lite, the auhorty of 
Me, Shi. from the financial point of 
view, over the roads of the United 


States ha beer equaling and then spas 
ing that obtained by Me, Morgan, uot at 
aa i acknaviledged tha there none 
other here who can tate In the extent 
for atength of hie power that which Mi, 
Sch ha obtained 

Eventually, Sch would channel hun 
eds of milons of dalltx—and per 
ape billons—of Eusopean investment 
‘apt inte American corporations, nthe 
Proce shaping the nalon's econonle 
lesetory. The orbit of German-Jewish 
lyases who fraed hi socal and pe 
feahonal cele also played a lal roe in 
the development of the modern con 
‘ny and the plies and intuitions that 
ndergid it 

Paul Warburg, Schife partner and 
Irother-ie-lae, wae oe of the architect 
ofthe Federal Reserve syne and served 
‘on theft Fed bord 

alin Seligman, som of Joseph Sei 
sean, feat Colursbla Univery econo 
mast who led the push to eat the ith 
amendment authoring a federal income 
tax. He was one of the intellectual fore 
fiers of progresivetaatlon, on which 
‘ou tx stem Is based, 

Henty Goldman and Philp Lehman, 
duldhood fiends hove fathers had co 
founded Goldman Sachs and. Lehman 
Brahers, respectively, helped to pioneer 
the modern IPO, Pusbed out of raload 
fiance by the major investment houses, 


they zeroed in on the etal businesses 
Ignored by the top Wall Set frm 
pricing intangibles sich as fture earning 
Power and goodil into thelr valuations 
A generation of household name bud 
reser. Gooch, Seats and Wool 
worth o name a fey—flourshed a6 
real oftheir nancial tancvation, 

But the legacy ofthe “money kings"—1 
tern oe appl to Shi and the Selig 
rang but algo to moguls such as Mongan 
and Jay Gould—ent far beyond finance 
Theis philanthropic pact rivaled thet 
financial one, That today there tthe 
lng Amerlean Jesh community at all 
‘wet, no sal part to her efforts 

etweens890 and 930, the Jewish pop 
sion ofthe United Stes swelled from 
420.000 10 4 mln as refugees from 
Exwtern Eutope and the Ruslan Expire 
fed oppressive ving condone and ab 
violence. 

The deluge predictably caused a bac 
lash and politicians stoked fears of ds 
cene-ctrying foreign ctsials who were 
Sealing American jobs and conteting 
tothe mora and eltural decay of Amer 
in society. Sound fala!) For years, 
Sch, the de facto leader of American 
Jewry, and his flow philanthropic sew 
ate beat back efforts to Bock the knit 
(rtion of Jews and others who native 
‘alned would dilute the patlon's Anglo 
Saxon pedigree, and they shouldered a 
welghty obligation to tae care of theit 
‘tn that grew aver with each siplad 
‘of immigrants that arived in New York 
Hasbor, Tey poured millions into efots 


to help Jews in the United States and 
lnoad. Job waning programs, schol, 
bsp, Engl leone they helped vo 
found and find organizations that po 
vided thew services and much more, not 
‘nly sotcpaing the inmediate needs of 
the new avvale ut paving the way for 
thelr rapid “Amercanzation.” 

The was also a tape aspect to the 
story of the “money kings” To many 
Ameria Jew. tseemed they wereon the 
‘isp of ane fa, one in which ancest 
prejudices and stercorypes were reced 
fog. But not only would antisera 
come roaring back laa new and velent 
form dusing the easly 2oth century, but 
GGervan-Jewsh bankeri—and Sci and 
he Warburg in-laws in patcuar—would 
figure proclnenly in the cnsplacy the 
forier that persia to thi day. Lo this 
America's leading automaker played 
Singulae part For sven Yeats spanning 
uch othe 19205, Henry Ford's Dearor 
Independent newspaper, werk afer week, 
attacked Jews for everyting you could 
imagine, Gora causag Goancll panies 
sind vars to wrecking American basbal 
These ales were anthologized in fous 
volumes a¢ The International few The 
Word's Fremont Problem std published 
throughout the word, including in Ge 
tmanys where Adal! Hides growing Nazi 
‘moverment blanketed the country with this 
sterile propaganda, 

‘More than 190 years have passed since 
the time ofthe “money kings” Bul tel 
Infence is inexapabl, whether strolling 
through Manhattan, whose ver landscape 
they Belped to shape, or in the mechat 
tes of the financial market, The ongelng 
Amgeation ars the debate ever tech 
rmonepoie and income ineualy, sag 
susemtismthere ae many ese mow 
mechs fom that ra, Today the workd 
fof over a century go, the world ofthe 
‘money kings” seems close than eet, § 


Daniel Schad ithe New York Tunes 


4 final for the 
McKinsey Businese Book of the Year 
Award. The deputy etn (aews& p 
tus) of Mother Joes, is ltst bask 5 
The Money Kings Te pe Story of the 
Jewish Immigrants Who Transformed 
‘Wall Sueet and Shaped Modern Aime 
ea (Soph 203), rom whi has arte 
tas been adapted 


4) EK. 
Cl, 
A“Force” inthe} 
a yespce te 


es 


Mabel Pottinger's 

instrumental role 

in building one of 

the largest insurance 
brokerage and 

risk-management 

firms in the world 


ByG 


who worked within the financial sector to 
Build the business—the ones who received 
Ae or no recogaition tthe tine, but who 
ere instrumental i creating the industy 
that exits tay. Mabel Potnge was one 
of hose women 

Five years before Frances Petkine 
became the fst woman In a presidental 
‘cabinet when she was appointed Secretary 
fof Labor under Franklin D. Roosevelt 


four decade before Musk icert became 


the frat woman to buy 4 4atom the New 
York tack Exchange, Pottinger olned the 
niicent insurance brokerage of Ari J 
Gallagher (AJG) is Chicago. 

She played «pivotal ele in the goth 
‘ofthe fm thcigh te fie bal entry, 
fica fly be sd to have been a pve 
ful guiding hand inthe growth ofthe 
ineurance brokerage busines broadly. 

Mabel—she was always Aunt Mabel to 
roe— ns very much responalble fr the 
yo and scat ofthe company," sald 


J. Pavck Gallagher 


ent and chi executive ofcer of AIG 

ft grandson ofthe founder. Toy A 

isa glob 

aetnent and benefit-conalling frm. 
‘he tained the boys ay athe, Job, 


ane may unle fn and Bob, a they were 
calle” sad Put "AL one post my grand 
futher go ver sick and for a wale Nabe, 
along with Ed Keating and Dan Wachs 
ran the company fr a period of several 
years, They even helped my grandmother 
fet her broker's cense ao abe could have 
me. When the b 
‘onspany afer World Wat I 
them under er wing and guided them 
i 


2 i ook ave the 


abel took 


etre the bushes 
Pottinger becate he fst employee of 
the company in ga8 us a year ater It 


vas founded. and set the tone ealy in het 
tenure, Pat rated foundational pec of 
Altes, “Mabel was txponable for the 
petty cash” he recalled, “At one poi in 


Thelate sy grander ake for 10, 


Shes Tj gave you sce a ew dap 
sg Wht youd th Ny ra 
Ts emind brow te company 
Tua rponuy wa ali th ah 

th ir ns ANG 

fart Hard Group th spt and 


tomes. That wa 
approach a under at thet 


be company wrote the 
fest lage-deducuble re nsurance pally 
for the Bowman Dairy Company That 
pulley wat aso considered quite abt 
Hoi its lead cope, whl he coun 
try was al struggling to ecover fen the 
Great Depretion. 

The canipany ws started nay” sald 
Ey MeN archive for AIG, “and 
th 


twa a diff andscape in which 
from Chicago, and seas working at the 
Kansas Cy fie of The Hat 

ance Company, She came to Callgher on 


the recommendation of fiend. She was 
hire at 
[salesmen] were hid at the sane rate 


That every lees 
tines was office enaager, tuner 


and had her oven book of business sak 
MeNiah "twas her role a8 trainer that 
vw the mast Iuporant, She shaped gen 
ations of leadenhlp” in the company 
ated inthe industry 


The fis insurance brokerage tn the 
United States ys oud in NewYork by 
Wate Restored Jones, fr. and Henry Ward 
snet along with other types af coverage 
Nine yess ltr, Jones & Jl 

Johnson a Higgins when Jones lf the 
partoershp and was succeeded by A, Foe 
Higgins, Johnaon & Higgins cootinued to 
gyow and dives 


Become one of the last brokers in the 
A 1 wae sl pray one with 
eof 1 bin in ig, Seven years ae, 


ica acquire by Marsh & McLennan, 


April 10, 1974 


‘Miss Mabel Pottinger 
900 Center Street 
‘Dea Plaines, Mlino’60018 


‘Dear Mabel: 


‘Thave attached our pension proposal that you and I agreed on a few years 
back, If 0.K. with you, we can start your pension the first of June. ‘This 
‘would allow sufficient time to get squared away with social security and to 
‘allow us time to set up the proper accounting treatment here at A.J.G.Co, 


for audit purposes. 


‘Ao the firat lady of Arthur J, Gallagher & Co. and the true director and 
trainer of the three Gallagher boys, it's difficult to express how all of us 
feel toward you. Your devotion and love has been exemplified a thousand 
mes each year over the years. None of us would be where we are now 
without your assistance and help. 


‘When 1 think of your tonder loving care for our family and the niyraid of 
Gallagher progeny into the this! generation that you have helped, I really 


puddle up. 
‘AMI Tean say is "thank you". 
We Love You, 
eter om bert Galaghe ta Mabel otngcn whch he dessa ae tla of Artur Gallaher oy te Apel 017% . 
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“The National Asocilon of Casualty 
‘Surety Agents wae firmed in pi. [8 
‘gps. it changed Henne tothe Counc 
of Insurance Agents & Brokers (CIAB). 
‘Another tide tsocation, the National 
“Assocation of Insurance Brokers, was 
‘talahed in 93, 

“As the comfoetil inauance indus 
try evalved, 40 loo did the aciations 
that eepretented 1" according to the 
IAB. oxpanizational ‘story. “The 
National Atociation of Ineurance Be 
‘ets was established to promate the ater 
‘et of conuneril naurance brokers, For 
‘decades, the NAIB repented the gest 
‘rokeraes in the word. but an onslaught 
of mergers and acquistlons inthe ios 
nd s9p0s climinated the eed for mul 
tiple associations. Fellawing thie period 
of msjr consolidation in the commercial 
lneurance industry the NAIR was merged 
nto The Couel i 598 

‘Arshur Gallagher's three sons, 
ob and Jon—jined the im in 1946.18 
96s the fr expanded ito ie insrance 
and employee benef, and Jus 0 yeas 
Inter the employee benefits divsion wrote 
ie ist weunded plan By 3976, revenue 
forthe entiteconporation had reached #10 
‘lion, and it more than doubled to $35 
‘alin as two yats tr 

“The early 19704 alo saw geographic 
govt, with operations chatted fn Ber 
‘muda and London. Te this day, thse 
two domecies are major global insurance 
‘bs ni the parent corporation made 
‘snl publ oflering. and separately the 
London operation became theft subsk 
lary ofa US brokerage tobe accepted ea 
oy’ broker in sown ight 

Th 2003, AJG masked two milestones a 
conce-ss sth anniversary and sbillon ia 
evenu. Pat Gallagher was named chai 
‘an ofthe board 2006, AIG was incor 
potted in 930 and made ts IPO i 98 
“Today AJG is based in Ralling Meadows, 
ins. I has 52.000 employers. 2035 
ties of almost so billion sad contoes 
to gow in early Apel 024, AIG aquired 
Specially Risk Management Services, LLC, 
‘ued in Fort Myers Fords, 

at’ tne with the company started in 
196, the sume afer eighth grade. "My 
athe sid tome, dik i's Ue you 
should put om acta and te and come to 
‘work fra ew weeks” was not ke ake 
Your-ki-to-work day: he dropped ane off 
At Mabe affice—ate wat the oaly one 
‘other than the seni executives wh had 


i ofce—and she put me to work, She 
‘vas frm, but very Kind Tid ing and 
‘i errindsatound the Loop” 

“In those day plies were real forms 
wih banks Pat explained, “The agent ot 
Toker would fl in the Blanks and both 
pales would sign the form, One day we 
‘Were out of Traveler fri so Mabel ent 
me fom our aie at One East Wacker 
Drive across to the Taveers office on 75 
‘West Jackson Stet 10 get more blak 
erm, 

the Travelers execuve tok ane look 
st me and calla how young Lat and 
‘aid Ton not giving you Blak fermi” 
He lectured one, “These are binding! Tell 
Mis Pottinger tht Lam sorey to send the 
young man back ep handed, bu 
ot giving a 4-yearold bank forms 

“When I gol bick to our offce and 
ceaplaned to Mabel what happened” Pat 
‘continued "she spy pcked up the phone 
Sd called the guy at Travelers and sd to 
Jam. ‘T have plenty of Hard forms, but 
no Travelers forts Ian sll ya pales 
‘without frm I have probe teling 
‘esa that we ae aut of Traveler forms 
bu cat write them Hariord coverage, 
‘What would you ike et "The fellow 
tok he," the Boy back’ That Bow 
Mabel worked She was aie ut m.” 

‘emaskably, Pottinger was aa active 
producer in addin to running the of, 
xy dad's producer report fr 1958 was 
483625 In commission income” sad 
Pal. "He bet a goal of 56.000 fo 95310 ty 
to beat Mabel production” 

Potinger wis also responalble fortran 
ing. “The caricuurn yess simple.” Pat 
remembered. “She said “SK down and 
Tien wp This show you de hing: canbe 
ln ea, make the colle and study fre 
Ineurance Once you gt that, you can start 
‘olf That how my father started. My 
(grindther old Mabel, "When you think 
Jota s ready to sel tll me™ 

In subtle ways, Pottinger aso trained 
Inuyers, That was one of the heys to her 
cess a a price, “She had «cen, 
40 she could well anything” Pat said "but 
the took personal Unes ad stale nes 
‘off my grande’ plate, She neve ted 
to get cents to buy coverage they didnt 
‘want bu ae was very se to sell them 
‘what they needed 

“For example” Pat elaborated, “If & 
wealthy client had propery coverage she 
‘would wigget an adionl endorsement 
Torjewely. tthe dent dln, she would 


say, Very well please sgn thi eter sting 
‘hat we hae ofleed that coverage ad that 
you have deine’ Usual that pera 
fhe cen to take the addons coveraps. 
‘She realy was raining che byes” 

"At trainer and 4 mentor, Potnger 
‘wat “rt but Kind,” Pat continued. "She 
‘wat never mean, bu he hada very tong, 
personaly. Iwi a good lon, I nevet 
‘re up wth any ideas tha men were the 
‘readinners and women just assisted. [a 
the ofc, Mabel wa force.” 

‘Which not oy that de alway had 
ter way. “One day my Unce Bob, who 
‘was CEO at the te thought I would be 
1 good Mesto puta suggestion box in the 
‘ofc said Pa. “Mabel jammed ve ype 
Anten pages Int the Bor, The nest day 
‘ny Unde stounced thal the suggestion 
box ie na retred 

Pottinger never marie or had il 
dren “She considered Jim. Bab ad John 
ber boys and was motherly tothe” ak 
Pat. "She thought of Gallagher a er fa 
Ay Ls icky enough oapend two weeks 
4 the summer working wit het, and the 
boys did take cave of er thoughout the 
restother le” § 


Gregory DL Mois a independent 
usies ural primp of Enter 
prise & industry Pitre Research and 
fn active member of the Museum’ 
‘al board. 


Notes 

Theat ee and day Chicago 
cannot hp bt eanare the mh oem 
‘Sonnet tthe srt of the Geet Feo 
‘io. Theol vestigation fund hat 
‘auido nee Lae arn a 
shout 30 em om October 8. Cathet 
(Leary tote hat hed been ed 
2 the tie, ad the acghor who St 
dacreed the ie teed that be i 
{red te animalein he hr. then alee 
theO Lars who werner hous 
ane the ee The faction ha 
‘Me Oar wat responsible fr stating 
the ie ay ated bo ant 
ant and, parce ant a iat 
Fike owe at th tine 

2 TheLopithe cena bins dati 
lowe Chicga 9 cll Beeuve 
that res the elested ri, the rane 
onaloop of overhead ck 
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bi Daring Top-Secret ‘Shipment = 
ee f.1tS Bank Reserves to North America 
~ inthe Ey. Days of Moridiwatst: 


By Daniel C. Munson 


Te nescu oF is Both Expeditionary 
Force Gone Dunkirk in the early days of 
World Wat Il is wellknown and dramatic 
enough 1o be the au of cinema, ‘The 
fraction af those men, the backbone 
fof the Dish army, meant Bian could 
‘continue to defend er iland natin, At 
that same time, certain lesedramatle yet 
Important financial problems confronted 
the Ba, 
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The Germans had driven the Bri 
bh to the beaches at Dunit and they 
ow planned 4 land invasion of Bria, 
The Brits had every reason to believe 
the vast bank deposits ia thelr power 
loc were a prime target. Gert central 
Ink reserves were low i the ate930, 
dsined by ‘Chancellor Ada 
Hitler's many mary and ineastrcture 
expenditces, and Germany needed gold 
fre ard cas to pay fr ts inpot of rat 
Instr Germany's annexation of the 


szall and no longer wealthy coustey of 
Asta in Match 193 mote than doubled 
‘Germanys bank reserves fo these low 
leva“ Whenever Hitler occupied cau 

ty." Tied Relch historian Wills Sheer 
wrote, “his financial agents seized the gold 
2h freiga holding fs national bank 


Yugouavis otdered Austia in the 
1930s neatly May 299, 2 Yugoslavian 
warship eased lato Blane Portnouth 
harbor, bearing much of the county's 
Teterves, becase a that point Bt 
fn was condered a safer spot for thowe 
Teterves than Yugosavia 
iain ha ong ben & haven for such 
tones of wealth ad its otal ores were 
tessive, Ie reputation foe conservative, 
<scret and profitable banking practices 
‘comsined With lt well defended psi 
to mae i 40, The Bank of England 
been string the wealth of people 
and combatant countries for hundreds of 
Years (George and Martha Washington 
famously owned Bank of England stock 
luring the Revolutonary War, ad the 
Thank qulely paid the dividends to thee 


London agent during the period of how 
tes between Britain and the colonies) 

The rest of Europe may have seen Bs 
sin asa haven, bu the Bish Knew thee 
defenses were not impenetrable. Tele 
land was protected by ie navy—pethaps 
the best in the workd—but the Baits 
Jase thatthe Germans goa toehold on 
the aad, could mein el trouble 

The Briteh mlltary wae pusrchsing 
American war suplles on a “caavand 
ary” bassin 93940 and needed to ship 
money to America wo pay for them. In 
May 93, shorly beove the Yogodaian 
gold arved and before ones beg, 
The unk of England secretly sent gold 
(2 tcs—"Tove”—on the contettve 
night fons London to 
fad abourd ¢ mitarycrser that then 
Joined an entourage escorting King Genege 
Vion a Royal vist to Canada and the 
United Staten The operation wa kept cot 
pletely sere and went oie clockwork, 

The wat haya i September 1939 With 
Gerany's invasion of Poland ad orders 
for American mitary supplies placed by 
Briain and France incteued drama 
cally. Britain's Chanel 
quer notied smite leaders that such 
{cre shipments of gold would alo have 
theses. He estimated some oo mllon 
British ponds worth of gold doo tone of 
Ai worth sag billion toay—would need 
tobe shipped oer the next 12 month, all 
while Geran U-boat patrol and sank 
ships inthe North Adal, 

Tn ealy October 193, the fist of the 
crovslags was nade tis nef Pit 
fouth harbor bound for Habiix, Nova 
Scotia, Secrecy was patmount The Royal 
Navy ised tropic gear to the sallors 
sboaid the cruisers HMS Emerald and 
Enespriseto throw off any spes regarding 
their destinaion, The eroulng weather 
was cold and rough, however, abd the 
tlle clathing proved completely ina 
‘quate Onarving In Hal the captain 
fof the Enierld caualy requested warm 
‘thing for the return rp ad the Cans 
(lan Red ross rushed the such items 
ts hotehide gloves, olen scarves and 
Teather headgear, The captain later 
this act of generosity “unbelievable 

Gana had declared wat on Gertany 
sory after Betain didi ealy Sept 
beri}, and telefon behalf ofthe 
Brith and the aed cae during tho 
years before the United Sates entered the 
war ate Ute remembered and notleg 


of the Exche 


short of here. United States erty 
la prevented wathips sch a thos ar. 
‘ying gold fom docking at any oftheir 
many eastern ports, 40 the ships went to 
Canada, where Canadlane transported, 
urded and brokered the contents 
The-Phony Wart 

la aurrende ended abrupt in Apr 940 
when Germany attached Norway. Nowe 
‘gan gold made i out of Norway to Set 
land and then to London as German 
paratroopers landed all around, German 
Troops overpowered Holland and Begun, 
in May ayo, and Dutch gold made it 
across the channel to England along with 
tos of Holland's royal fry. The Ge. 


followed the Pl 


tans then stenmrlld ato France, Some 
French gold had bee shipped to London 
in Apeds but the blk of i let the harbor 
24 Brest in northest France bound forthe 
Caribbean and West Aftea mere hours 
before the German avd. 

Paalanent had spplate new Prime 
Minster, Wiosion Church a old-May 
He had been Fest Lord of the Adaially 
ane was well-aware ofthe financial prob 
Jem of paying cash for armaments. He 
wrote to American President Franklin D. 
Reve, a man fe di not Koh well 
atthe time, an May 15.“We shall go on 
ying dollars for at long a we ca” he 
trots "butTsbould Uke to fel restonably 
fie that when we ean pay na swore yo 
vol give us the stall he sae 

‘Church tried to rally the Frese, but 
vo.n0 aval. The evacuation from Dunk 
ane the French surender in mildune 


ef Britain alone, Beth esl tiene 
Thind Chute, but Churchill was a 
relist, ral’ ably to buy weapons 
‘ete aelf was dependent omits welt, 
‘which would be ls if the Germaine were 
to res London. That wealth had to be 
‘moved out of danger The nations bank 
vue Kew that nich of Beal wealth 
sin secure ned by Brith liens, 
The banker determined that these private 
odings.especally the highly marketable 
American abd Canadian secile,could 
tbe moved at well under the provisions 
ofthe Emergency Powers Act. Church 
told the cabinet of the plan as evens were 
‘otting toa head at Dunkirk 
The operation would have to be kept 
secret forall sorts of rextone, U-boat 
Would be expected to target ships known 
to contain sch wealth, but the mete fact 
thatthe tin’s wealth was leaving the 
be 
{blow to Brith morale, Cocumunication 


‘country would lok defeat ad wo 


vac kept oan able lam. and the 
‘word ish was uted to refer tothe arg, 

The Bank of England work was super 
vised by Deputy Governor Baal Caltens, 
‘highly dlscret banker perfectly confor: 
ble with secrey. Calens outlined the 
Plan a meme to the Deputy head ofthe 
Treasury. “Our proposal in bre tha the 
Treasury shoul al nl esticted ac 
tesa, [thse should bel shipped to 
‘Canada by a vessel speck chartered or 
the purpore 

repasions begin in Ite May 1940 
The mlllary situation was deteriorating 
and requlted quick changes ln plan. The 
‘anne! ports of Portsmouth and Dlyns 


‘uth were no longer conskered wale 40 
the go nd ecusies would have ta travel 
ores to Board ships, The Adm 
alka sent the bankers an ominous wat 
ing Inthe event of German ofesive all 
Tulips would have to be pulled back 
fram convoy duty to defend the land and 
ships carrying go would have to cotthe 
Aidntie without ular protection. 


The banks collected the gold and nego 
table acute nd ses thers othe port of 
Greenock in western Scotland ie Banko 
England men ere hay sent to Greenock 
to Board the HMS Eimeal to eve with 
the gold atl the secures. The aip let 
Greenock bund for Halifts anJute 3. 
Te crosing would be windy and gh, 
cepeilly on the bankers. ‘The captain 
real -Welef the Clyde tat night with 
reports of relly foul weather ahead” One 


ae Bis 


ofthe bankers remembered hea reports 
that U-boat wee inthe path, but wae 
too sco eten think fa submarine” The 
Al ad prfeatonallem and good cheer 
ofthe alors, nthe face of wht cere to 
the bankers to be almost ipo cond 
tons feta indelible napreton on thoie 
five Bank of England men 

"Asal group of Bank of Canada and 
canadian National Rallway employees 
‘were nolfed that tmporant cargo was 
Faded theie way, and they acted fat 
‘One banker described the het ip fom 
‘Ottuva He wasnt informed of exactly 
‘what wat belog sipped, but he noticed 
‘heavily armed Mousles guarding the tain 
ftom Montalto Halifax. On ariving he 
‘wat ntoduced to five very ted London 
fs, "Were Bank of England people” one 
of thers told him disarsingly. “Hope you 
dost mind us dropping in unexpectedly 
ie this, but we've Brought along quite 3 
lange shipment of Th 

ge indeed, HMS Emerald cased 340 
tons of gold and atleast 1 bill wort 
(940 dole) of saleable securities (The 
lnventorying and valuing of the secur 
ter war done very gully and somewhat 
conservatively) It as a shipment so fl 
‘anil above the egustry nits on gold 
Per ehip thatthe Rsk Insurance Office was 
Pot even contacted the theory that the 
prtental lout coudl nat be covered any 
‘way. Seven eral voyages conducted ia 
Inte Jane an Jly oft cased eoughly 
half ofall the vast wealth enoved foun 
Bhitain to Canada during thov two years 

"The Canadians had fouled plan 


Sing 2028 


"The scutes would go to the comma 
‘us batement of the Sun Le Insurance 
Trulding in Montes, and the gold would 
nfo Ortava to the vault the new 
Bank of Canada bung jst across Wel 
ington Stet fromm Palen. The Oa 
alt was 600" in area, ain eight. ln 
‘ition tothe thousands of tos of god 
Ieading there some sooo sacks of are 
n-"Napoleons“ipade guineas” Com 
the rig of George I, French Lae, 
XY, and -XVI gold coi ete—were ai 
‘ent and stored, Suier beat made cond 
tots below dificult: the workers moving 
the gold dipped wih sweat the whe cllat 
workers worked in shit slecves and galons 
f cle fut ace were brought downto 
ombat dehydation. The iventoning of 
the gol was exacting and me-consuing. 
Before being placed inthe val the owner 
ship ofeach bar and cln yas recorded sod 
‘ich weighed wth very accurate sae. The 
{6H areved so fast drng that sumer of 
ogo att as stacked sn the balls outside 
the yal ror o weighing apd recording, 
"The securites operation wold be ky 
and best done by people experienced 
in secures dealing, not jist banking. 
Edvard Hana of Montiel had yeas of 
‘experience aa Canaan secede, 
anv when war wat declared he qut © 
join the Al Force. As he was Bashing his 
packing the Bank of Canada people called 
Eh eked hin to work for ther, but they 
Would’ tll him exactly what the job 
ttle He spoke with Aleindet Craig. 
‘ne ofthe fve newly artved Bank of Eng 
land people, and ater afew minutes of 


onfuaog conversation he auraised that 
“they have arived" meaning the Beith 
sets When aked how he could poubly 
ino this, he sald that he kept up cm the 
‘war news and knew Brita wasn ouble 
that "you [Cragh haven'tbeen to Montreal 
‘or New York, yethave much expeiencein 
Tanking and you speak with s transpar 
nly English accent” Craig responded, 
“hy Jovehow clever!” Hanna was hited 
Gold and scutes poured lata the 
‘alts a Ottawa and Montel fom Hale: 
fix ater crouing the Allante. Mira 
Tus, few shipe bearlog gold bars were 
snk Fling cabloets—09 of themt—were 
‘rdeped to sore the secures in Mon- 
trea and Hanna and hi colleagues set 
about onpaniing, valuing and” selling 
them to raise money. Aspect group dl 
thing but ct the coupons fiom the 
teany stock and band certetes.“T never 
‘a 0 many coupons in my lie" one 
of them cemembered, The erpulzation 
‘rat rofered to as the United Kingdom 
‘Steusty Deposit, and st opened an ofce 
sn New York to lp with the brokering 
Britain's need for cath, aweve, wat 
lneatable, Aer France airendered in 
June 1940, the Brilsh decided to tke 
eliery af the orders the French no longer 
needed, this doubling ther spending rte 
"Te sling began a late summer 1940. 
“The need wns for dallars—American oF 
Canadian, Secures owned by Beis a 
zens would be aol or dallas, the ctzen 
credited tn sterling currency the Bank 
fof England could print, Hanns reflected 
that. eas std for me to see the wealth 


of the Ualted Kingdom passing through 
The pool of suet wis not bottn- 
es, 
Up ull November 1340 we had paid for 
reyting... We bed aleady wld 4335 
talllon worth of American share... We 
ad pal out 53:00 mln sn cach, We 
had only $2,000 mallon le. thegreter 
part in layed, many of which were 


wever, Churchll Iter reflected 


ot marketable 
Many members of 


gest—the 
to geting lavolved i th 
iced thatthe Brits were 


running out of money, Cashand-Carry 
‘wl the policy, they insisted President 
Roosevelt an old Novy man, knew thit 
American contol of the Aantle would 
be eopardaed ithe Blt navy ell into 
ermane, During the 

‘voided 


the hands of the 
presidental ec 
Roosevelt shrew 


sew poly, would be called 
Tae. which the Bris 


woul be allowed wo boro the money to 


behalf 
Lend-Letwe 


py 
Ava press conference in mid-Dece 
Suppo 

ry nelghbor's house catches fie and 1 


ber the Present made ls cae 


havea length of gan hose 4oo or 500 
fet aay Ihe can take my garden hoe 
and connect it up with is yea may 
Help im to put out the fe. 1don 


to him before that opetation, ‘Neighbor 
ry garden hose cont me st; you have 
to pay me 5 fora” No. I don't wan 
sist want my gatden hose back fir the 

‘On December jo, during one 


fof ble Fiedde Chats the President ses 


toned tha “I Bean should go dow, all 
‘of uni al the Americas would belvag at 
the point of gu... We must be 


he great 


The wheels af Congress ground sawly 
towatde a yole on the proposal. While 

irked 
when the American arm of Courtaukls, 
the venerable Beith texte conglomerate, 
was sold Yo a group of New York bank 
a a a highly dicounted pice to rae 
tony for Britain, The bankers quickly 
resold at dy profit In January 194, 
tome s500 millon in stocks and bonds 


Congress debate, the Brit we 


‘ee sn Motel te Washington 

Congest aly pa Land Ls on 
March’. Church ad en pity 
spree runan wih Amen pal 
dan dng ths dca bt asp 
tgs Lene te mono 
‘oar Sr png llon nan 
repped anc Beh waren 


The war would be qute anther ma 
achieved in May 


Wirston Church ustfably famous 


the wteles on August 20,3940, "Never in 


the eld of human cont was so much 
‘ed by so any tao fee” He was tf 
fg to those ew daring Bits i 


held the German Lut 


at bay In the 
air wat then raging over Brain, He eg 
jus ac exly have een refering to thoue 
Intepid Royal Navy seamen and thoue 
tel rsh id Canadian bank and ro 
erage employers who had secre spite 
all tat wealth to Canada during hat same 
aummer of igo. For It war they jst 
ke thowe plot—who allowed Balan to 


the German onslaught ual the 
\eveane could come to thelr Giancll 
at ster, thee litany rescue, 


His writings have appeared on Basen 
Financ History a 


Sources 


The Unusual Story of the Sacajawea Dollar 


By Eee Brothers 


“Wa ist you dont succeed, 
try, try again.” 


. 
990) a the 
1003) 

happened to 


“Tur auove savoncappeas to have been 


hep 
iy ead part, that th 


one of thie 10,000; 000- 
First-Minted,Yeat-2000,Coins 


S000) cinco Mil syeReS amy 
tyne ie 


© 


ues cevtin. 10000 
DEL ECUADOR ie 


5000 


Liberty, a prferzed Sacajawea 2% felt classcl European face in Native Ameri Sacajawea, Goodacre asked Randy/L He 


clther was aceptable, 3% said nether was ean headdress” dove Teton, member ofthe Shoshone 
‘ccepable and s% had no opinion, None- In November and December 1998 the Bannock tribes, to model for het, The 
Teles, Scaawea became the subject of US Mint initd teachers aumismatsts reverse selected. was a soaring eagle by 
the ne dollar con sand historians, a well as American Ind- US Mint sulptor-engrayer Thoms D, 


Shs, members of Congeess and qovern- Rogers. Goodacre recelved a $5,000 co 
tment ofl, to review the suboitied mission for her work, She requested thit 
designs, Following ther revi, at well ammount be pad inthe dolar coins the 
Tntations were seat to 23 arss eth a6 several polls and focus groups, three designed, Mint Diccge Diehl and other 
specie guidlines asto what their designs obverse and four reverse desis were Mat officials personally delivered the 
should present. The obverse vast carey chosen a5 inal ins to heron Apes 3000, 

the representation of Sacijwen, whlle The sven designs were sent ta the US 

the reer was to depict am eige that Commission of Fine Arts, They chose the 
symbolized peace and freedom. Another work of Genoa Gondsere, who cred an 
fuldeline tated the designs should be obverse motfof Sacajawea and her infant While the Susan B, Anthony dollar had a 
ensie wo cultural authentic. and wy Son, Jean Baptiste Charbonseau. Since marketing budget of $600,000, the new 
to wold creating a representation of 1 thee were no contemporary portals of | Sacahiwes golden dollar was allated a 


Dollar 


ing the Saca 


Sacajawea Dollar 
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staggering 644 lon ta marketing fund, 
There were an estimated 1600 tleision 
commerciale pnt eds and radio aver 
teesent, plus partnerships with both 
Walmart aod Genersl Mil, 

The commercials presented actor 
Michael Keston—sportig the head af 
George Washington fom the 4 bills 
‘cing the benefit ofthe new dalla en, 
In he commerlale he appear in several 
scuviles, including teaching an exereie 
‘dus, purchasing cup of cofee and tay 
‘ling in apace a an astronaut. 

“OK, so Tm aoton the new golden dl 
Jur cola” says Keatnas Washingt, “a's 
ool wih me” He then adds, “The new 
nis peste eight with me Is Bet, 
te everywhere. Isso money 

in thee decidedly strange adverts 
rents, the Mint employe the slogen, 
changing the fae of money” Foe some 
reason the ads appear ta be an attempt 
at convincing the American consumer 
that having Stexjwea on the dala cin 
vas not « knock on the “Father of Our 
Country” tn a diferent commer, be 
saya, "T ow wh yu'e thang: Why 
fst George oni” Later we ee hit aa 
astronaut biting the Earth, "Hey, change 
happens” delares 

The US Mint formed 2 partnership 
with General Mis to develop a progeam, 
tnvalving Cheerios bead etal In which 
so mllins borer had «3000 Lincla 


cent enclosed; one in every 2,000 bones 
funtaned 4 Sacsjawea dalle) and one 
lnvevery 4400 hoses included 4 curl 
‘ate redeemable for 100 “golden dollar.” 
‘Around s00 ofthe new dolar coins were 
Included in bots fete 

“Another corporate partner of the Mint 
was Walmart’ Mote than 100 millon 
Sacajawea dallas were seat to Walmart 
storesacrom the countryand werereletsed 
instore begin on Tanuary 0, 2000 
“Te clas ere given out ax chunge up to 
0, This event masked the fist tinea US 
‘uinwus ever distributed in ths mane. 
Hiwever, the ress were a best med 
ce Theubjective wast have the "golden 
‘atlae™ becerse a circulating medium, 
Which never happened to the Suan B. 
Anthony dolla However, «tnjory af 
Walmart customers who rceved them 
vated ta Keep them a souvents and not 
spend them, 

"The Waltnrt release caused confusion 
nd costetion. Sacjawea dollars were 
ot released in bunks unt March, which 
was aver a moath fer they fst appeared 
ft Walmart, Customers did not under 
Stand why they coulda get the new coins 
st thls banks, while bankers were tus 
trated that they coulda datriute the, 
‘Addon, stall busines owners were 
upset with the Walmart release They were 
not able to scquee the Sacajwes dol 
las and tke part in the eles, feling 
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Walmart was given an unfair advantage 
whic could hur hele busines. 


Reception ofthe Sacajawea Dollar 


The design of the Sacjawen dollar was 
seen ara vast improvement over the Susan, 
B Anthony dolar. Her inage was more 
pleasant than the harsh portrayal of sul 
frgette Anthony. Plus, the golden color 
wa a welcome change ta help et apart 
from the quite. The coin also had a 
smooth edge, which made it easy wo de 
tnguls by touch, 

Initially, there wus demand foe the 
coins, bu that was mostly with the intent 
of Keeping, not spending thers, People 
wanted t have them th give a8 gis 
to clldren or put in collections. Also, 
there was cchon of the marketing af 
the cola, Adverted as the “golden dol 
Jug” Saajves dolla ado actualy 
contala any gold. They were produced 
with an alloy of copper zine, manganese 
fd sek Cots felt that calling thea 
golden” was ise and mideading 

The Mint trumpeted the new coin 
as a rousing succes, “The demand for 
the Golden Dollar featuring Sacajawea 
remains very high” said Mint Director 
Jay Johnson ts w 2000 statement a at 
the Mint declared that it was “the most 
successful dllar cola in (US) stony.” 
They added that they bad “shipped aver 


‘40 milion Golden Dollars through al of 
ft disibution channels” and that they 
“expect to produce the billonth Golden 
Dollar bythe end ofthe summer” 

“he New York Toes reported on Janu 
sy 1,201, "It seems that almost no one 
ie vpending the Sscsjwea dalla coins, 
‘What most people are doing once they 
recovered fom thelr surprise fis sce 
ng the coi, ts puting them aside a I 
they've found ab unial atrowhead” 
Doug Tet, spokesman for the Federal 
Rese Bank of New York, std, “They 
tend not toctculate They lend to end up 
in people's drawers ars and pockets 

Tm late December 2000, 30-mallon 
Secajaen dolars were yaling patent ia 
‘he Federal Reserve Bas Eat Rutherford, 
Nj, operations center. Those coins were 
intended for dlivery to banks in Metro 
New York and beyond, including, West 
chester and Fura counte, Long [and 
fd upeate New York, Banks walted fora 
‘gal fon consumers but I eve came 

"ve don'rhave kas pat of our nora 
‘coin within the beanches”aaid Heather 
‘ollybauer, spokeswoman for Cittens 
Bank of Connecticut “Ifa customer were 
tw ask fort specifically, we could order i 
ftom the Federal Reserve” In extly 2001, 
(Citzns Bank had 43 branches inthe stl, 


Yet Another Failed US Dollar Coin 


Banks to The New York Tes that they 
‘would onde the new coins If there wat 
fonsutner denandbut there wae next 
to none. Overall I appeared that people 
regarded the Sacajawea coin 2s an annoy 
ance, When people dd spend the “golden 
ola”, sores stoped to deal with 
‘hem, Vijay Patel acest 7-Hleven store 
in Tarrytown, NY, tld reporter in 00 
‘hat be had around 20 of them the pre: 
‘ous wetkend bul that he wen ta the bank 
to exchange them fr dolar bil, “es very 
Ird to Bold those dalla coin” he a 
ding that hs coin drawer only has pace 
for nckls, nes, quarters and penn, 

In 2002, the Mint stopped producing 
the Sacajawea col for general eelation, 
‘Over the course oftwo yess (2000-001, 
‘over 13 bilon "golden dollars” were peo 
‘Mc, which cht taxpayers over 60 
ralion. The Mlot had planned to ste 
sh addional 40 milion ia 2002, but the 
iter false of yet another US dolla coin 
Towefed tha figure down ta around wo 
tl pleces ally forthe collector enact. 
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During & 2002 Senate Treasury sub 
conumitee hearing on the flue ofthe 
Sacajawea coin to circulate, North Dakota 
Senator Byron Dorgan tsiied: Since the 
‘golden dollar wa unveled by the US Mint 
earl to yar ago, have never received 
fone ia change anywhere in the United 
‘States. seems to have nesly yanked 
sd vgeet that. appears to me that t 
thi point the use of the golden dalle and 
the introduction ofthe golden del has 
been afi 

Historian Amy Masset testified at 
the sume hearing. She aid, “As T vst 
stlences across the country 1am gute 
furpled, and perhaps more dismayed, 
That so many people have never touched 
‘Sacajawea dollar coin. Thy certainly 
Ano that the eon exits, bt they have 
never ad 4 golden dolar coin Ia their 
hand, and they have never had golden 
dalla coin i thee pocket” 

But what could the United States do 
with hundreds of mons of Sashes 
alas iting in goverinent aul? 


Ecuador's Economic Criss (1998-1999) 


During the aoth century, Eeusdor was 
mang the poorest ations in Latin Asner 
ica and a had higher rates of poveety 
and Income inequality in comparison to 
‘ther nations inthe eon. Theat gos 
‘a approximately 4s% of the populace 
Ting below the natlonal poverty level 
(Ot was diacoyered in the 13608, which 
Jed to awit economic growth. However, 
that discovery tested an economy th 
rallied heavily upon oil exports a well 
5 ageleltural products such as bananas, 
Cae ad sheimp. During the ate 19905, 

exports accounted for alfof Ecudo's 
total exports and around one-thied ofall 
‘ivernmental revenue. 

Ecuadorian author Alberto Valencia 
Granada sumovarzed the cases of the 


In the late 1990s, Ecuador expe 
enced capital fight following the 
Ext Asan and Russian erie, Eews 
dor then experienced pala 
coon crs that wat aggravated 
‘by many factors: maltary coalon 
tien with Peru, lick of sficent 
Iyeelectle energy production, 

and diicules tthe agricultural 
‘ctor because othe ELNiBo weather 
plenamenon,. The biggest victim of 


the ecomarie ci was the agit 
tural export industry Tocated along 
the coat, 


‘The rain and ooding of EI Nito 
sealed in extensive crop fautes and 
‘damage to infrastructure that cost about 
‘yf af GDP. Within the coatest of the 
nancial eri la Asa and Rus, global 
financial inttutions became eet to 
providing credit lines te Ecuador. Oi 
prices crashed In 1998, which realy 
Feduced the governments revenues These 
stocks created a atuatlon witha which 
the publ defc grew from 2.8% of GDP 
sn 997 to ae in s098 

‘The banking criss began in 998. An 
atmosphere of uncertalty cased exces 
‘ve wildy and autrous bak 
res though the end of 3999. Inion 
topped outa 67 by the end ofthat yer, 
By this tm there was widespread infer 
‘nal use of the US dollar in the Sinan 
sector, ln a desperate menue to prevent 
the oaset of hyperinflation, the gover 
ment formally adopted the US dollar ia 
Tsnuary 2000, Tat waste fst step inst 
Dillon the economy and working towards 
Saal recovery. However, te exchange ite 
as fie at 35.000 Ecuadorian Sucre to 31 
US whch rented ina great Tom of wealth, 


‘Atiew Home for Sacajawea? 


(On Apell 5, 2002, the Central Bask of 
Ecuador placed ve millon Sacajawea 
dallas craton, two years afer the 


Mating P 
nies in Dllarzed Ecuador: Money, Law 
‘and the Social After Nealiberaism, Taylor 
Nelms woot thatthe coin was “Ia act as 
‘Kind of educational tol to eentrduce 
Ecuadorian ta the use ofloase change 
She alo wate, “The merchants tld me 
that they ansued the Sacajawen coin was 
‘eundotian’.beeause the North Aer: 
an Indian woman on the coi. Joked, 
in the words af one vendor, ‘Andes or, 
sn the words of another, ‘ndian™ 

In sat, a Maral Herald ceporter 
lntrvewed «woman in Qulo, Eetador, 
named Laznuila Mita, who sol fut and 
vegetables Digging ito her apron, she 
Pulled out bundle of golden das ca 
Fring the lage of an American Indian 
pon then, 

“Talways thought she was ane of ws," 
said Mita as she looked at the image af 
Sacajaves“Ittoak song tine to know she 
was fom up there"The report telus that 
the golden dlrs have “been embraced 
in Eevador, where they are prefered over 
paper mosey"In hs small Latin Amer 
in natlon, “Sacajawea ubiquitous and 
someting of «Kindred spit in «county 
where many have indigenans oat” 

Nelms wrote in her dissertation, “The 
Menucation afte Sacajawea eis with 
Eeuador..pints to the odd ways thit 
Mey and diference got ned up lathe 
dollar’ denominations, and tn people's 
relations with them.” She wrote that it 
fea “ind of “ndlan money’ that found 


ve 


widespread acceptance in the rational 
Imaginary.” Contiuing, Nels wrote 
Sacajawea dlls were daimed as Eeus 
arin’ becuase of thee Tadan’ fice and 
‘espte thee origin in the US aad role in 
‘allaistion” 

“The US Mint and Treasury Department 
sent around 5g lon i dollar eons 
sly Sacajawea, tp Ecuador fo 
to Mach aay. One can nly inagine how 
many more have been sent snce then, 


‘Benefits to Ecuadovians? 


But what did Ecuadacians derive um 
the golden dallas besides level of can 
fort and cular afiity? Tei node 
tin into etculation halted the currency 
lnatabty wich was seroualy hindering 
foreign investment Ecuador read a 
‘conor boost in the early days of dl 
liaion Michel Poste, Harvard bus 
ess theorist, sald that "teed sectors” 
which include finance, transportation, 
‘ornmunicaton, tour and hospi, 
‘wells the nalonsnportat onda 
try, have all reaped gains ffom eaten 
Foreign wansactions and increased invest 
sents “Local sectaey” which in Ecuador 
ae agriculture and ether element of ta 
‘onal village economic activity. dd not 
benefit ely as much 

But why dd Eeuador est ts economle 
funure on the American dll? By using 
the US dollar, Ecuador i no longer su 
cepible to speculative attache on the 
value of its domestic curency as well as 


Inflation. The inteduction of the USD 
nto Ecuador helped is econonsy enter 
the world nthe. ince the USD i widely 
‘scceped and sable, small Latin Amer 
‘an talton muy be abe vo participate move 
Fully in international wade and Baance 
Pus, dolaastion promotes econonsic 
stubiity. Investors in Ecuador may fel 
tote secure vesting there, whieh can 
‘par further yearn 

The bolton line thatthe US economy 
se quite realent and well managed. Finan 
lal mashes vote with money, and despite 
the myriad problems faciag America 
fnvewtors stl ant to put thelr money in 
the US dalla and its bust esonony. § 


ve Brothers has beor a gut co 
tnibutar to The Nusa, the pa 
Heaton of the American Nuntstatic 
Assocation (AN), sine 2008. Several 
fis artes have covered nail his 
tony. nctng“Alesander Hanon dnd 
the Pic af1792" January 21) He alo 
writes for ANS Magazin, a pullation 
Of the American Numlamate Scey in 
‘New York. This i is sith are for 
Financ History 
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When the Government 
Ove the ailroad 


By Michal A. Marto 


In se oesine sorts of 2024, con 
runes in Alabama, Georgi, New York, 
Nevada, Pennoyiania and Waconia 
‘came the atest to dea with the impact of 
Serious fight tain derallment. Despite 
'continulng rash of sch incidents, there 
his not bees any serious peopoul foe 
sovernmeat takeover ofthe natin'seight 
Falroads But that des nt mea could 
tot happen. Indeed, i did happenin 
December iy. wh the peat operators 
ofthe cousty alcads proved incapable 
fof adapting tha transportation system vo 
handle the surge of wat related 10 Uased 

Ml War The 
stary of that a6-tvonth interupton ia 


States ivlvement in W 


et 


x 


the contol of what was then the nation's 
lagen industry i one Worth eviting as 
regulators and lepatos uy to come to 
gripe with the unnerving string of serious 
Hight acldents, 

The cole’ Geght road system 
tered the 20th cestury in 4 postion 
of fnancal strength and business dom 
tance. However many eletent of aclety 
Doleved i aed poston to series of 
abusive techniques the companies had 
Tong been practicing. From 1906 to 1 
a urls of dic decions and legal 
lve actions strengthened the ability ofthe 
Intestate Commerce Consmlsson (ICC) 


to deal withthe industry's mot anton 
politvescivites, That ageney did recog 
ze the ralload operator right to erm a 
file ete of return om thelr capital invest 
rents, However, tended to grant rate 
Increases that were mallee than requested 
atv only afer extensive deliberation and 
‘ely. Throughout the period, mos state 
legilatures were suo enforcing various 


F 


regulations of rate tructres, operating 
practces, sity requirements and fan 
‘al polices. By eat ig, the raload 
industry and its regulators appeared to 
Ihave reached setae of effective (but 
sot perfect) equilibrium In balancing the 
Palle character of the lodusty wih the 
Private rights of is awers, 

The ICE ranted minimal (and delayed) 
rate inereees ln diferent. geographic 
regions fom mid-ois to md 


Nevertheless, the railroad Industry suf 
fered along wih the eet ofthe industal 
fcononiy in the receion that hit the 
‘ountey upon the aurea of Sighting in 


Europe. Companies found st harder 
‘ayer increasing bor expenses and make 
the necenary Invesinents to nepal ot 
replace eallng stock and trackage. Indus 
try incone decreased by 1. Mas! con 
pani lower proitabilty levels made it 
foore dificult to rake new capltal and 


serie ther existing debt structure 
The industry's foaneial -plture 


Total eallroad mileage 
than 6 eight ton 
forthe second yar 


ina vow, Hidden In those Signen was 
sans increase nthe vale ofthe country's 


es rated tothe 
Moving that 


took up some ofthe 
forced or 


Infrastructure. tn yet another algn of 


the ralleoad industry’ al 


unusually hgh 


_ from providing 
‘of tere needed to maintain an 


Sad ecient te 


aod mandaed rte 
ecreass resulted in a revenue increase o 
ws, Operating income rose by only 
258, ae a new law esablhed the eight 
outa forthe freight tela workforce 

he companies to psy higher 
ws the boat, 


sin! fo 


Clear the Track! 


During the winter of 516 
to move more goods 


raload ef 


he country. In Bebeuar, there were ore 
loaded ight car 
terminal: the dato 


ge alo reached 145.00 


Industry’ task became even 1m 
lenging in April when the United States 


formally the wit, Telos had © 


ports, while also ph 


ane resources around the county a the 


aR 


United States begun billing 4 ent 


Road industry excuse 


ned the Raload’ Wt Bou! (2 
a organi uk attempt 
nd optimize the eficienc 
wide ell ester, Raood un 


the ext aeveral month im 
several actions to improve th 
Afecivnest. They eansferred equipment 


to the moet active locations, embargoed 
shipments othe most congested ree and 
muted the movernent of nly ul laded 
Freight ears, By ly. only 60,000 cate were 
stuck at East Coast ports the ee shortage 
‘of empties” had shrunk t ely 33.000 
Those voluntary actions taken by the 
ralloads were somewhat sucessful In 
Tesening the congestion of the nation’s 
rallvay ‘network. Howover, by eaty 
November the umber of loaded ralload 
‘rs atthe East Coast ports rose again to 
‘mote than 1f0,000, Moreover the move 
tment of cargo-laden vessels ready for 
overseas tps to Europe was hampered 
by the chrante lack of coal deliveriea—a 


condition aug related tothe eload se 


tens congestion, At the same time, the 
ge that had decline ducing the 
Summer rose gaia to more than 148,000, 
Shippers wary othe ably to obtain the 
cas when needed began to keep at many 
‘pts a they cul at all ines 
Th late Noverbe, the RWB took the 
m of ordering the ealloads 
to poo the ue ofall locomotives, relght 
as terminals and trackage ight every 
Where eat of Chicago. Only weak ltr 
weve, the ICC sent Congres & ape 
cla report suggesting that the voluntary 
‘ctions the companies had been tale 
ing could never suceed In salen 
Improving the functionality of the nation 
wide rally sytem, advise the federal 
government to ether 1) hep the raltoad 
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Industry operate a oe consolidated org 
nization by suspending most anti-trust 
laws or 2) take feral pocesion and cot 
trl ofthe ene ralrad system 


The day afer Chaisttae, President 
Weodaw Wilson wed his authority 
under the Ary Approprstions Act af 
June pi to ake posession of the nation's 
raloads ac a war measure In proposing 
the legion needed to formalize the 
eta ofthis tale, he aed Congess 
to 1) guseanter the government would 
riaital the companies ate in good 
repa and 3) to pay ther au eqhiva 
Ten hel average net aperating income 
in the thee years ending [une 40,117, 
pls another amount ta cover the cote of 
Isintenance (The otal payment event 
aly came to just over illon) 

The President appoated Treasury Sec 
rstary Willam G. McAdoo as director 
general ofthe new United States Ralload 
Aaminuteation (USRA), MeAdoo under 
sac the government could not 0 ls 
‘wn ditect the operations of more than 
two ello ralroad workers, He wisely 
tied the backbone ofthe organizational 
dcherne developed neatly 117 by Daniel 
Willard in bis work 4 one of the most 
fective members of the oy minimally 
functional National Defense Advisory 
Commitee (NDAC). MeAdoo adjusted 
thatstructute by organizing the industry 
Into seven geographic regions: he also 
seated apetalzed aipervsory sections 


forthe condination of Accounting Cap 
tal Expenditures, Finance and Purchases, 
Law, Labor, Operations and Trafic. 

The disector general led the roles 

of reglonal director, datctdnetor ad 
‘ther eupervisore with experienced ral 
road managers 4c, the key employees of 
the naten's ralroads He made cet 
that at eiployes of the USRA, tho 
recites shld suspend thei dedi 
ton to thee individual conipanles, They 
were to work oly forthe goa! of usag 
the national elrad sysem to help the 
‘country deal ficiently and effectively 
wih te patlpution in the wa 

The March git Federal Contol Aet 
ng the alroads' assets in good epae and 
ping the companies a sum equtalent to 
Thai average net operating income in the 
thvee years ending Jane 30,17. I so 
upended al anthint and ant-poolng 
Jaws, permitted the USRA to ap 
ew rates, fares and epultons without 
requiring time-consuming ICC overight 
heurings and commited the goverment 
to returning the raroads to ther private 
‘vers within 2 


onthe of the ago of 
in bling en he model veces 
fa ans he RW, tefl empow 
ed USHA mandsed any pole hat 
teat jon the deseo the autor 
yard, engloe howe, eal ete sd 
Ue sure The agency made change tn 
«ected alent to gpoe shipper 
belived an arete rut woud tt 
beter peed and ecency. 
«ade the pooling of eight cs such 
tre compte han bad the VB and 
pri charges for ied es. 


ter 


malzd and sveamlined 40 ral 
toad uve of lil erica, pate 
ger satlone and switching yards within 
Ehicago's 2500 aquare nile terminal 
+ It pormited one operator (Balumore 
ad Ohlo} moving feght between 
Mekeespart and New Caste PA, to we 
the tacks of two others (Psburgh de 
Lake Erle and Penoayvania Ral) 


nd thereby move more than fie tines 
the volume the B&O could handle using 
ite own tracks, 

tn aeveral places it operated single 
trace of two separate rdroads ax the 
double track of ane, thas ineeasng the 
tralic capacity between various pairs 
faites. 

+ It eafotced 4 rst granting permis 
son to begin 2 shipment of freight only 
fer receiving aamtrance the tala could 
‘unloaded prompt upon reaching it 
destination, 

+ Tesent more eight designated fr Euro 
‘pean shipment a ports the South and 
Southeast and it prevented merchant 
ships fron saling unl they bed a fll. 
Toad of exgo, 


As put of is efforts to bth aid the 

movement of wir materiale and unprove 

the efficiency of the raosd sytem, the 

[USA also tole setions that impacted 

osenger talc. 

+ Ttlininated mare than 10% of pasten 
ean ies and shied the adusty's 
‘ipl to moving soldiers, 

+ te resouted pastenger teins of the 
Sunte Fe and the Western Pale fom, 
‘hel owa terminals in Oakland, CA. 10 
the Oakland terminal of the Southern 
Pacicto moe efficent use the under: 
utlaed San Francisco-bound fer sr 
tices ofthe SP 

+ He opened the we ofthe Pennsylvania 
Ralloa’s tein In New York Cty 
te sce the onan peg 

+ Te consoidated the nunber of passenger 
chet offices by desigaating tor 10 be 
sed y mule raoads to eeplace 8 
separateocesused by only ane carter 


In asesing the effectiveness the fe 
eal keover ofthe road indasty. 
Deceiity to int loka the ptid fom, 
the Deganing of the takeover ia Jnary 
‘git 10 the signing of the Armistice in 
[November of tha year. Throughout those 
1 months, mos rasa manages hip 
fet, bor leaders and ordinary ctaens 
Were quite wling to adapt o government 
control af the sstem and aecept seme 
‘conveniences in theirlives. The evidence 
sggets the ralroads efforts to overcame 
the congestion and inefiiencis that pe 
oy pil te sen wee gute 


+ By redirecting Pullman coaches and 
‘oth passenger and fight cats, ral 
rade ransported mote than 6. lion 
soldiers tom homes to trailing camps 
‘w embarkation pola, and they did 40 
‘with minimal acieats, delays, bole 
‘ecks or congeton. 


«fy reallocating the use af various types 
of ret cars, hey movedan average of 
{nll tons of food per oath fom 
farms ta prcesing plate to domestic 
‘onaumers and Eist Coast embarkation 
pelts 

+ By taking similar actlons with coal 
cats and locomotives, they eelieved the 
‘congestion at the tines and maved 
ecrd amounts of that energy source 
ta business and homes thoughout 
the country. 


+ By relloeting 850,000 freight cats 
and pooling all equipment, they turned 
the shortage af 148,00 freight care in 
Novernber 39) toa mal surplus year 
ater. 


Aer the fighting stopped but before a 
ermal peace treaty was signed the USRA, 
ted to malain the practices that had 
Ielped waif the raleoad system. Bur the 
end of oxilites also brought about the 
“appearance of the patel spelt that 
thd enabled ralroad managers shippers, 
labor unlons and the general publle 10 
tolerate the restrictions the USRA had 
been imposing on the ralrad system 
Some observers wanted the government to 
"urn the ealeoads back to peat coteal 
immediately. Others prefered to mai 
tan federal control wnt Congres could 
‘iy smne ofthe USRA polices tha ad 
proven most sucessful improving the 
‘ficlency of the astern, Duector Gen 
fal McAdoo recommended extending 
the period of federal contol fr Bie years 
to allow for thoughtful consideration of 
efficiency Improving changes 
“Throughout is, the USRA continued 
to operate the sytem, although lt found 
it necessary and wef to back off certain 


«Tt permit shippers to choose their 
prefered route for cargo once agai. 


+ Tt expanded pusenger tac and pe 
talted the resumption of consumer 
‘Mdvertsing of roter and timetables 


«Te permited the movement of cats nat 
fully loaded wih eight 


In addition, the organization had to 
ea with erat seasonal tai aw asso 

ated with 4 powt-Armistice rceaon, 

para trikes by engine house worker: 
fad coal miners, aswell the eds for 
‘changes in working condone and wages 
{or certain clases of alsa workers, 

‘Meanwhile, Congress was, holding 
earings on vais bis that would not 
nly return the ead system vo peivate 
‘hands, but als bing some order 1p what 
tha long been regarded a» chuotlc and 
Ineilent “non-yetemn” Back in 196, 
congresional commattee (the Newlands 
Committee) had begun to investigate the 
problems But afer only afew months of 
‘earings, it suspended that work. 

“The el ofthe congressional delibers 
‘one throughout igi was the Transports 
tion Act of 920. That 44-page la had ve 
densely worded tiles The moat impor 
tant one contained 11 sectlons dealing 
the procedures for ending the petiod of 
{edetal contol. The USRA turned the 
rallscad eytem back oie private oper 
{ors on March 1920, The s-month-iong, 
ressonably succesful, but nonetheless 
‘ontroersa,experiment would not be 
Iepedted when the United Sates entered 
thenext World War. $ 


Michael A. Martrelt ta Dietor Emer 
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STEAM RAILWAYS 
TO INTERNET HIGHWAYS 


A History of Convertible Securities 


‘By Tray V. Maiand,F. Barry Nelson 
and Daniel G Partlow 


Tue siast US cowvexninues funded 
geo compasies i the ely ath ces 
fy, Ralload construction eequed large 
‘amounts ofeaptal—and promised pont, 
Hence roads were del tesuers of ot 
verte bonds-forehadowing the use of 
ouverte by sual ast century tec 
‘ology companies as Amazon, NVIDIA, 
Spotty and Tel, which toguther sued 
converts berween 199 and 3031 
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Railroad Technology 
Growth, Decline and Recovery 


"The eatlest American converte we ide 
‘id wa ued by the New York & Ele 
alo tn 4. During this ime teas 
locomation wat at exling new tech 
gy Ralroads were dlaruptie and inno 
‘ie rowth companies that eanced trade 
pater and migration and they deove 
‘al companies ou of business, The cay 
‘anal carrer with the foresight to bud 
SS raood was the Delaware & Hudson 
(BAH): the DEH Railay survives as pat 
ofthe Canadian Pai Kana Cay syste, 

"The United Stites was a fast-growing 
ceverglng market in ouch of the ash 
enti American rallruds sometimes 
tae coavertbles In London and often 


ORF on 


opted the Brith appellation ava, 

“The golden age of US ellraad expan 
son was ia the decades following the Ci 
‘War when mileage soared fom 33.000 
alles in 855 toa peak of 255,000 mies 
fa ig. The Mors & Essex Rall Road 
(MSE) ia New Jersey sued 253 mallion 
convertible bond is 869 vith a 7% cou 
[pond restriction that twas convert: 
{ble for any ve years, which forced the 
Tndbolders to convert the stock wis, 
above the conversion pice on the fh 
Salversary of Ssuance (In 018. Bank 
fof America issued a5 bilion 6% private 
prefered secuny to Belahie Hathaway 
that was usable to exercise Warrants that 
cexpised in 10 yeas~whih created the 
Same imperative to convert asthe Sine 
Timi onthe 169 ME convertible) 


“The magaitue of convertible ues in 
the decades of load growth is exe 
plied bythe sty kauance by the Rome, 
‘Waterton & Ogdensburg Ral Road in 
New Yark ofa si0 millon 7 convertible 
‘bonad—equal to about 275 millon sn 2034 
adjusted for the Consumer Price Index 
(CPD. The bond was convertible for only 
fie yeas 

‘Convertible ksuance by nalronds 
lint deappered after so but resumed 
in pos i sues fom the Baltimore & 
Ohio Ralleond, the Gest rasa in Nowth 
‘America in s827 and the Union Pace 
Road (UP) the second largest US ral 
tad in 2024. The downside protection 
fof the UP converte was demonstrated 
‘uring the Panic of 907 when UP shares 
Punged 75% below the conversion price, 
butte converable bottomed a 8. 
rod Age Gazette reported tn 1308 that 
‘convertible bonds were coming int mone 
te fo ala nance, 

In an ea when conimon dividends rep 
eaented a high payout of earings dv 
ends were Iieire, Convertible bonds 
foflen Were kaued at ylelde that appr 
‘mate the yields on the underlying socks, 
40 the convertible provided guaranted 
income ifthe dividend Wat cyan x rue 
fn the common dividend might repre 
sent an increase a incane for eovertbe 
bldes they converted into the sok, 

‘The conversion premium at lance 
fen wa ze, Lesa convertible le 
St #000 par wae conver lato $1,000 
‘worth of como stocks wo fom the per 
spective of lvestors, choosing newly 
sued eonveruble rather than the unde 
dng stock was a way to lock inthe curent 
<ividend income ofthe ck and, thereby, 
protect again the risk thatthe comicn, 
ividend might be cut—while retaning 
the option to capture 100% of the vend 
Increases and apprclaton ofthe unde 
ing stock by converting the bonds. The 
lesuing companies sometimes defended 
‘pila the prospect of cobversons tht 
‘would requie paying more kn cash dv 
eds than the interest on the converts 
by Including «provision that delayed con- 
‘vein for yeaa or more afte nunc, 

“The face value of ralroad convertbles 
outstanding in ato wat "be rater str 
tng total of aver sus bill according 
tw Chronology publabed bythe Associa 
Hom of American Raloads in 2018 (hich 
equates to about s30 billon in 2024 
‘djusted forthe CPD Itseems convertible 


cures have always provided equly 
Tike returns th lee ed that contnon, 
stock, by dint of dovaside protetion 
‘combined with upalde participation in 
‘uty appreciation 

“Ahough US ruil mileage had peaked 
ln 916, ealroad continued Io take cos 
‘verbs unl the Great Depeesion i the 
'oy0s. But raltoad converses fered 
lets penta fr total etn beyond the 

Tn the post-World Wat I period, com: 
pouion fom motor vehicles and aidines 
Ted to decline in US road teal, and 
profits weakened despite ge cost savings 
from the replacement of steam locome 
tives with the newer diel technology. US 
ralroading sank to 2 ase in 1970 with 
the largest bankruptey in US history that 
‘of Pent Central Transportation, the lrg 
‘28 US rlload atthe tne. The industry 
began to recover afer the 1376 govern 
rent funded consolidation of Penn Cen 
tral (PC) and other northeastern roads 
that had followed the PC ato bankruptcy. 

Tsance of rallrad converte billy 
resumed in the 1990 The Canadian 
National Railay and Union Pac Co 
ponln each Nasted convertible preferred 
hare during the dot-com boot, when 
the coocep of lnvesting nan old nds 
ke nied inspied edule. Yet the to) 
rir convertibles provided high yields 
fd revardng total fetus through the 
dat-com bust athe Canaan National 
fd the UP esjoyed rising cish ow. A 
‘entry afer aloud exparson ssenlly 
‘eae in North America, new raoads 
‘were Being but fa China and the China 
allay Constiction Corporation ke 
13500 ullionconyeruble band in 016. 


Industia Convertibles inthe 
20th Century: Technology Again 
Inauance of convertibles by industrial 
comapanin hat persed since the eaty 
oth century. [3 930, investing author 
Montgoery Rollin diced converte 
‘bonds cued by various industial comp 
nes, tncluding American Telephone & 
“Telegraph Company (AT&T), which was 
4 techaology company at the time—in 
Aeeping with the seemingly endless te 
dency of convertible bonds to fund new 
Technologies. In 201, Beat Thoma, CIO 
of Fach Act Management in Zatch, 
‘ted several hawichold names that had 
‘converible bonds outstanding nthe aly 


sgoar, including General Elect, Inte 
‘atonal Paper, Western Union and West 
Inghouse—at which thie ofthe four were 
‘eeally technology companie, 
‘Convertible tsuince reaped afer 
‘World Wa I, In keeping With the con 
verbletraditon of funding innovation 
nd growth, coavertbles were isu. by 
‘seraspace companies aliines and some of 
the ater growing industrial companies, 
‘Convert bonds were of lower qu: 
any i the post-World War It petiod. Ia 
196s, economist Oto H, Poensgen wrote 
thatthe conversion feature war necesiry 
to make low-quality bonds “acceptable 1 
the lvestor” He aburved that “aubord 
‘ated bons ae usually conver.” whe 
linost all publle offerings of non-con- 
‘verte conporte onde were invetient 
geade Is 1970-1976 just 27 sub-invet 
{ent grade staght bands were bed, pet 
‘Marui Fidson (a tnstee af the Museu 
fof Ametean Finance who bs know as 
the “dean af high ye! db). Poemsgen 
ako aserted that “conportions luting 
‘converte bonds had a sigan bette 
‘goth recon” whl is consent with 
the observation tha! the converte matt 
Ing alaya tied towed promt 
“The ios wete a petod of trong con 
verb tsuance, with etal iaestons able 
to partcpate though Heed convertible 
preferred ksued in exchange for cont 
{on shares in acquions. In 160-17, 
{sy of convertible preferred were hued 
fn conjunction with mergers. There were 
sis “actively trang” pretrreds among 3 
Total of “above 840" convertibles in 1968, 
pet Skney Fried in Investing aid Spe 
lating with Convers, Fries book 
Tass dozen convertible auers hit Were 
stnang the "Nify Fify” growth companies 
‘with “One Decidon” socks, skin to the 
‘lekname “Magnificent Seven” that was 
ind in 3035 for seven companies with 
top-performing stocks, ive of which ha 
Ise abe or more convertible bande 
“The target companies af acquiatons in 
the 1960 sometimes had common stocks 
‘that yielded more than the shares ofthe 
sequling companies, s0 higher-yeding 
onverible pefrrds were atactive to 
the ttget shareholders Acqustive com 
ples uimized tion of share ear 
fags by luing coveribe, rather than 
‘conumon shares, because the converts 
‘were convertible ito the aharer of the 
‘scqulers t apremlum above the current 
sock price, The pasing of the merger 
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‘mania, plus changes in accounting and 
‘ther factors, led to declining lasance of 
‘convertible preferred although the wie of 
‘convertible bonds incorporate dels con 

tinued notably in the gigantic Kolberg, 
Kravis Roberts & Co, leveraged buyout 
(of RJR Nabisco in 18, which included a 
$25 bill convertible bond as part of the 
S248 billion consideration pakl 10 RJR 
staehalders 


Individual Investors in 
the Convertible Market 


1 was atural that converuble prefered 
shares wete much more canon i the 
fast thee decades afer World Wat I 
Dectise individuals ail dorsinated the 
sock market, and prefered shares were 
Always anich easier for individuals to 
trade than corporate bond 

arly i gba, the broad stock mar 
et peaked (as reflected by the Value 
Line 1700 inden) aftr euphoric period 
‘that had sen many electron technology 
startups go publ and ha inched heavy 
Issuance of converubles among smaller 
‘companies a well tage and aequltive 
‘onapunies The bear aousket tha started 
‘wih ema capitation stocks Un 1969 
finally enveloped lrgercaptallzation 
stocks and even the "Nifty ly” tn 1972 
and botiomed tn November 1574—with 
‘consequent reduction inthe enace of 
‘convertible, 

Tn the ealy 19708, more tha bal the 
valle of the US convertible markat was 
sll in converable preferred, which were 
lanely legacy ofthe merger and aqui 
silen activty af the igor, Convertible 
prefered typlally were baud by laget 
onpanis and were of lager size than 
the converuble bonds ofthe day, some of 
‘whlch were only i the few ensofallans 
td 

‘The tansion toward lnstuional 
lnveaing began i the 9608, Intitalional 
Invetor magazine bepan publication ia 
‘9o7. The sntutonaly dominated era 
‘grew wi the long ball market hat began, 
fn late 974 Inthe late 9708 th convert 
Ble arkt resumed ite growth, with more 
lees, large Hues and growing interest 
stnang intuitions investor, 

Ret vero interest i mutual Gund 
‘begat to resume athe 9805 (ater having, 
faded duting the 1969-1574 bear market 
sd its immediate alermath) Three 36 
Toad convertible funds were launched in 
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‘ois two Noddiags-Calamos funds (one 
‘rented towaed growth, he other toward 
Income) and the Value Line Convertible 
Fund, More convertible funds fllowed, 
Including some closed-end funds, 

Hedge funds tat specialize in conver 
Ibe arbteage—long. convertibles while 
short the underlying stocks—began to 
Sppeat inthe 1980s Such fonds enhance 
Igy ithe converble market and 
‘fen provide fayorsble returns with low 
‘oat 

is especialy dificult today fr most 
indlvdual investors to purchase conver 
‘Blebonds because mot all new cer 
iblebond ave sued as private placements 
under Securiles and Exchange Comme 
son (SEC) Rule, whic avoids regs 
tratlon requirements and confines sls at 
Ssuance (and for ax months afterwards) 
'o Qualfed lnstiutional Buyers (QBs, 
ot aust etal vestry tt practical 
choose an exchange-traded fund (ETP) oF 
mutual fund, High-net worth dnvestors 
‘who have Large prtlios may want to 
ade individual convertible bonds and 
{ew listed converte prferede remain, 
"There are alo many mandatory convert 
ihe prefered, which are easy to trade, 
bout pally require sophistiated quan 
‘aie analy These les automat 
cally convert Into the undelying cons 
mon stock afer the yeas. Mandatory 
convertible were lnvented in 1990 and 
may be the nly genuinely new ype of 
convertible 


Convertible Valuations 


"The few convertible models that exited 
port the 1973 pubiation of the now 
famous Blck-Scholes-Merton_(BSM) 
‘equation were base The fist widely used 
Convertible model yas introduced by 
Value Line Conversa gy, jst pelt 
Yo BSM It was am empirlcl model. but the 
‘elauonships been denvalives (elu 
Ing converubles) and ther underlying 
Interests that were quantified by BSM 
sppatenily were ineredby the Value Line 
Conyers model. which projected the 
upade-downsde asymmetry of nds 
conver rlstive to price mavernens 
of the underlying stocks, In the 19705, 
Value Line Converter was the only 
source of comprehensive information and 
‘rauations of converable acute, 
“Aer personal computes andthe ater: 
et came into wdespread use he 98s, 


sophintested quantitative converuble 
‘models and conuprehensive convertible 
dita ulimatly appeared on the desks of 
‘Ml converuble profeaonals, Valie Line 
Convertibles was the lat remaining con 
verble service for individual investors 
‘wher It ceated publlation in aig. 


Resurgence of New Issues 
‘of Convertibles inthe 1980s 


“The pos saw a resumption of convertible 
brand isance by household names. The 
schetypial One Decson sock—1BM— 
Toated 351.25 bilo convertible bond i 
‘9s. Other prominent companies with 
convertibles in the 19fos included Home 
Dept and Wendy's 

Zevo-coupon origina-Have-dicount 
(OID) converts were Inteoduced by 
Mernil Lynch in 1985 as Liguid Yield 
‘Options Notes (LYONS) The fest LYON 
‘was isued by Waste Management with 
1 put a accreted value in jst over thee 
yes, fllowed by anaual puts, Over the 
ext seven years, 67 LYONS were issued. 

“The doviside protection of LYONS 
‘was superior because ofthe interim puts, 
but the appreciation potenti was ited 
bectuse the conversion price increased 
athe rate of acretion toward mat 
fy. The luing corporations were able 
to tax deduct the asertion, and taxable 
‘secounts had to pay tates on the “pha 
toon” iputed interes. 

"A conversion price that roie was 
‘heowback to converte bonds inthe to 
decades following World War I, Posh 
‘en oberved in 1965 that "40% ofa sam 
ple af 165 postwar [convertle} bonds. 
Thavel a conversion pice that changes 
sully in five-year sinters svarahiy 
Increaag” Over time, asuance of er 
‘coupon OID convertibles ceased, but the 
LYONS structure let a lescy of shorter 
restustes of converte bond, and few 
tenes had item pts. At the ame te, 
‘ssnince of converte prefered share 
‘whlch typally had nether matures 
tor pulsfided further fom the publle 
raat 

Tr 2002, General Motors (GM) lated 
two Laer of converthle bonds totaling 
53 billion that were ida! for individual 
lavestars: New York Stock Exchange 
sted hay Bonds that were issued at $35 
instead of the usual s.000 par, 

"The GM converuble bonds were often 
‘ltr for preferred aharesbecae they 


‘waded just ike prefered, Unlike bonds 
they were quoted in dollars eather than 
peteentages of par, thelr par vale was 
435 rather than $1,000 and thelr ntrest 
<isebutions went ex (ust lke dividends) 
‘ther than being Included ae accrued 
lncome (which is no included in quoted 
bond prices, but diced in stern 
of trades). The resultant confusion maybe 
‘oy the structure was not repeated. 

‘As GM shares dedined prior to the 
Iankruptey, some holders of GM con 
‘on sock sald thle shares to obtain 
tat loc ad they bought the GM convert 
{ble bonds o malotan paripation in 2 
Ihaped-for recovery, whe obtailng some 
aveside protection Assuming the IRS 
‘scceped that the converts mately 
‘fered from the common stock, such 3 
fvap created tax lois on the common, 
Shares without tnggering 4 wash sale 
Utumately, the 2009 GM bankruptcy sent 
the common stack to zero whl the con 
verb bonds apparently ebalned some 
‘uy nthe renganized General Motors, 

"The new lsue market for convertible 
scurites has extent been coutlous 
‘ince the 980s, except for eesations dur 
ing emporay depressed market, 

“The highlight of 99s stance was the 
dramatic increase in tecneogy haus in 
the latter half of the decade driven by 
efthusas fr the Internet and the str 
lng dot-com stock ofthe “new econemy™ 

"Amazon and Apple may have survived 
‘cae of capital fom the tiely ls 
ance of convertibles, Armaon’s ety years 
‘were marked by negative cash Ha, ad 
“Amazon taued thre converuble bends in 
SggH-s000 that raed 575 billion pas 
6690 milion, In 1996, Apple ha Been 
Durnlog cash ter 1 eer wiht founder 
Seve Jobs, and the company sued 3 $663 
talon cosveruble bond, fallowed by a 
$330 muon private converte prefered 
that wis negotiated with Micron 997 
‘when Jobs vturned to Appl 

Berkshire Hathaway ook advantage of 
market desire far quality in 2003 when it 
fut an AAA-rated converable bond on 
unique terms tha crated a gave i 
wvmaturty of 0.79%. Holders of the 
‘oon pa five-year band were rewarded 
‘ie Derhir shares appreciated more than, 
{er for an ultimate conversion value of 
Shout s14.130. From s008-201, Berkshire 
‘egotated private convertible prfereds 
to invests bllom plus CHEsbilion ia 
slelange conportions 


Private secures have grown dramat 
cally in the ate ach century and Un the 
‘Current century. eval converublsfien 
fe haved by sar-up companies and te 

‘quently are converable prefered, eather 
than bonds. In March 14 the Public 
Ivesttent Fund in Saud Arai nce 
‘billion into the sat-up lett viele 
‘Manufacturer Lcd i a priate convert 

ihe preferred, 


[Growth Into the 21st Century 


ance of convertibles teraporaily 
ceed during the credit pane that fo 

Towed the collaae of ehan Brothers in 
September 2008, when many convertibles 
‘were held by averleveraged edge funds 
that were forced to sell by margin calls and 
saccholder redemptions. But convert 

ibs began to recover a November 2008, 
and lntance quickly resumed in 2009 a8 
fumerous companles that had aufered 
during the Global Financial Cass sued 
‘conver to replenish capital 

‘Convertible awance sufred another 
Indecent with the nsetfthe COVID- 
19 pandemic estly in 2030. But the convert 
ene kus sakes ceopened tha Ape 
‘wth a $195 bill sue by Carnival Cap, 
Shd many’ more convetbles flowed 
fepecily ies by consumer companies 
that had ben deprese by the pandene 

2030 was the mos speclachlar yest ia 
recent convertible history. Te st quar 
ter athe SAP plunge “19.6% whe the 
ICE Both All-Convetses index (VXA0) 
lost 13.6%. Bat a quick recovery isthe 
socks of technology companies and ther 
‘convertible bauer led tothe VXA0 best 
Ing all major US stock Indices with a 
return of 462% for 3020 as a Whole, 
‘whl the S&P soo returned 8.9% 

"Throughout the history of convertible 
scurten, the key to equy-ke returns 

een the inherent seyret of can 
‘vere bonds hat provide downside peo 
lection yet ala partite in the upeide of 
the underlying stocks as demonstrated 
bythe returns in 2020, Another constant 

een that no matter bow lage the 
convertible market becomes, conversbles 
Tema atche asset las wth consequent 
Ineicencles and opportunities for both 
inveseors andkauers, 

"The size ofthe convertible maskit was 
guesswork prior to the development of 
omputer databases, We do Know that 
5 realy 46 198, the US convertible 


‘market yas only 450 billion. At of yar 
fed a5, the US market had grown to 
‘390 billon, ith the global convertible 
mathe 4467 billon, $ 


Tracy V. Malan is the founder, pest 
ent undchiftestnent feof Avent 
CCoptat Stonagerent, which manages 
ver 8 ion, primary tx convertible 
ures, Prior to founding Advent in 
395, he us ett the eousertbe 
eurdierdeparmend at Merit Lynch 
tnkere he intaduced convertibles to major 
‘nttinal nestor worldwide 


F. ary Nebo, CEA, 6 a parener of 
‘Advent Copal Management who server 
‘esa senior advisor and was a prfli 
manager before he retired. Pri to ol 
‘ng Avot 396 he was he ead ma 
‘ger of the Vale Line Converale Fad 


Danie! G.Patow ca managing director 
land the hi ik office of advent Cap 

fal Management Prior jing Advent 
fu aouy he was the cer aier of 
Stupid Capital ariners 


Thisartes primarily excerpted rom Con 
verte Secunte: A Complete Guide to 
Investment and CorpoateFnanelng Stat 
eps by Tracy V. Mtl Barry Neon 
‘nd Dani Pardo (MeGrave Hal Api 
Sas), copyright © 02s Adient Capital 
‘Management LLC. Uied by arrangement 
teh the pulher. Al gia reerved 


Sources 
eo, Sydney Invtng & Sprang with 
‘Comets. New York: RIAL, Ameer 
sf Delos 9 
Get Chaes A try of Wallsiret Newe 
"otk: Oslo Unventy Pres 28 
(Graham, Benji, Dad Do ad Si 
‘ey Cat Sey Anais Principles and 
Teloig New Yar: Mero 96 
olrok,Sewat HL The Story of American 
alas, New Yrks Crown Pubes 
open ad. The Soy of the Rms 
Wateronn and Opies Rad Now 
York Robert BL Me Bre Company. 92 
Poesgen, Ot H, The Vali of Covet 
1H Bonde Manachet ste of Tech 
“hoa Bet "Conable Bad Key Letom 
enone Bape, Apso 


ws Mon ng | Spring 2024 | IMANCIAL HISTORY AY 


‘Miton Friedman: 
‘The Last Conservative 

3 Jennifer Burns 

Farrar Staus and Gleowe 

578 pages with photos, append, 
‘notes and index $35 


Waar waxus Eivis Paesuey & music 
superstar? Talent certainly be, but ober 
Ingredients tnclude notaelety and mass 
sppeal And, of coune, there is staying 
owerImpect on some prt of out Lives 
That loog dutasts the arast There are 
‘plenty of “ane Me™ wonder, fe ascend 
further. 

Readers ofthis magazin probably have 
their own superstce: business leaders, 
‘stepreneur,bankees or kavestrs Those 
whos ves and work have had lasting 
(flect on financial cankets and story. 
Economists are alo. pat of this nerd 
parade The Bel i itred with names ke 
Neazdo, Veblen ete. Very few make the 
superstar grade, Including Sih, Mane 
(good bad, we ate still talking shout 
1a) and Keynes 

Professr Jenner Burns of Stanford 
Univer, im Aiton Fridman: The Last 
Conservative, provides sone stating arg 
rents in considering whether Faednan 
fought to be included e+ an econo 
‘upertar Aer al he gave the intelectual 
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BY IAMES PPROUT 


(OK for the “Reagan Revolution.” which 
‘wet that goveminen ints fe eae 
Jet and that tax eats pay for themselves 
He authored many books and woa a Nobal 
Prize. He and his ile hotel an sand 
‘wing PBS show, Fee to Choos. Bure 
took an “inde baseball” approach to 
Friedman's Me and work, A recurring 
theme i the academic cont (come 
Important, some pty in and around the 
economle landscape of many US unives 
es from the 9308 to the 90, 

Friedman, born in aa, was a fvored 
dud of comforable,iumigrant paren 
Intllectally pugnacious, he was born 
seguer and a giled student. Fst pure 
ing a career at an actuary, he caught the 
conics bg at Ruger just as econo 
icra academe ld stated vo mature, 
Mathematics began to augment the pil 
sophlal and etlel armen that had 
‘characterized the fed previously. It wie 
Petfect matige for Friedman. The author 
‘ko highlghte another nortan Feed 
ran trial ie fe, he was very good at 
ranaging up and a Rutgers fe made 
Me-long connection witha then-prfesor 
snd later Fed Chairman, Artis Burne 
(Mo relation tothe autho, I presume. 

‘Obvious 192 was am naspious ne 
vo gaduae fom college, and Fredan 
roved on to graduate schoo! atthe Unt 
‘erly of Chicago, Walling ables to support 
Fale From there, Prfewor Burns goes 
deep into the to-andro within the acs 
‘dere world which Frieda the la 
ied. There are several chapters with the 
comings and ging of calleagus—aomne 
fends some not eappeats tht Fredman 
‘vu god at theatres thatch 
tere academia He ought he surtted and 
‘be prospered trough the qos an 9s 

Friedsan hal avays been unafraid to 
segue his side of any economic question, 
‘Ten, as now, econcensta disagreed over 
hay econortes should stnulte growth 
and employment, while not sousng ln 
ton, Feediman was adamant that money 
nd its aalalty asthe key to hsp 
‘cea expressed In the formila MV=PY, 
Government full actvisy wat tot the 
prime mover, he asserted, and in most 
‘hes produced inefclencls that harmed 
fe market activity. This brought him inte 


ec confit with Keynesian, and with 
the kes of the Fed's Willam McChesney 
Martin and Arthur Burns, Friedman 
Iocked up hls theories with massively 
researched book, A Monetary Hutory of 
the United States, 167-1960, 

"As Friedman's public profile bepan to 
expand, Profesor Burns writes, hi es 
fon chole, government growth, tates, ee, 
‘vetaled With the views of newly emer 
feat conservative voices exemplied by 
‘Willan F. Buckley and Barry Goldwater, 
“The 170s sa his owing distance Lom 
then-Fed Chaleman Arthur Burns over 
the most persistent and devious eneny of 
al ination, By the ine Ronald Reagan 
‘wat elected President in ig, Friedman's 
ies had Wworwide tpt, from Mar 
‘gate Thatcher Briain to August Pino 
‘het’ Chile Friedman's PRS show merged 
Presenatons of his views on economic 
foples with vigorous deate and diacue 
don th partipante fom all ads of he 
sue Tal ike could not be done toda. 

Friedman's are from a schoolboy in 
Rahway. NJ, to the highest levels of acs 
emia and gavernment fe quite a sory. 
Professor Burne tll straight fra the 
shoulder, dseiing bis jarey against 
the backdrop of the changing tides of 
conorle theaty and practices As men 
toned, there l'4lot on the lntrmerine 
‘cade conflict and personalitea the 
Universty of Chicago and elsewhere. This 
is cesary, I suppose, to highlight that 
Friedman welcomed lnllectal combat, 
‘uti dope abt Feean must ave ale 
hha a good venue of humor ashe doctored 
‘ls Calforla vanity cence pats wich 
read MV PY, with black ape eau ius, 
0 ather otra could ae his favre 
monetary formula And, if you're lke 
toe and abe wondering where the sub 
lide ofthis book, ~The Last Conservative” 
‘cones ffom, Profeuor Burns explain i 
inthe ideo frm her recent event at the 
Museu of American Finance 

‘So, where do we sand today on Fried 
sean vieyis superstar statue? He ded 
in 2006, but his eas on pos-New Deal 
‘ivernmentand taxation te sill at center 
ige, Hoviever, a someone sid about 
the eet of the French Revolt Ir 
sulltoo early tot. § 
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